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Ending an agency agreement isn’t always as easy as 
enteiing one. 

A striking characteristic of mteinational tiade law 
is Its similaiity m almost all national legal systems 
Businessmen aie accustomed to arranging tlierr contrac- 
tural lelations with their counterparts in other countiies 
in accordance with the free will of the parties. Excep- 
tions to thi.s exist, howevei , and this aiticle deals with an 
area in which a number of countries have enacted laws 
that may oveiride private agreement- that of the pnnci- 
pal-agent commercial agieemeiit. 

This agreement is the legal instrument by means of 
which U.S. suppbeis establish their commercial relations 
with then distribution outlets abioad. Foi uniformity 
we will lefei to these contracts as agency agieements, 
although they are also known under othei names, such 
as distributoiship agieements. The consideiations set 
foith below apply to all types of arrangements. 

Distributors puiciiase goods outiiglit fiom the prin- 
cipal and sell toi then own account to customers within 
the agreed teiiitoiy. Agents, on the othei hand, do not 
make purchases fioin the piincipal, but merely act on his 
belialf. Title to the goods remains with the piincipal 
until completion of tlie sale by delivery. 

The agieement is usually drafted to specify the 
duties and obligations of the parties. Howevei, develop- 
ments may occui that cieate a need for the supplier to 
terminate oi amend the original agreement. The agent or 
lepresentative may not live up to initial expectations, by 
icason of lack of effectiveness or incapacity foi fuither 
development. In other cases, stiuctural or policy changes 
by the suppliei may compel termination of the agency 
and replacement of the agent, or indicate the need for 
basic changes in the agency agieement. 

To deal with the problems which termination may 
cieato from the agent’s point of view, some foieign 
governments have enacted piotective legislation estab- 
lishing special lequiremcnts and piocedures to compen- 
sate the agent when the agency is terminated by the 
supplier. 

The majoiity of countries have not enacted special 
legislation penalizing oi piecludiiig the teimination of 
agency agieements. These countries, which are not 
covered in this article, recognize in general terms the 
principle that paities are fiee to establish their mutually 
agreed legal terms and conditions. This freedom includes 
the light to expiess the intentions of the contracting 
parties as to termination; violation usually subjects the 


offending party to damages. The principal countries in 
this category are the United Kingdom, Canada, and 
Austrahu. 

In those countiies with protective legislation, the 
thiust of the laws is to go beyond the written agreement 
to the underlying basis ot pnncipal-agent relationship. 
They iccogiiize that the agent has a proprietary interest 
in the goodwill and local maiket he lias created for the 
principal’s product. Accordingly, an economic value is 
assigned to this interest, and the law entitles the agent to 
share a part of this value as compensation foi the loss of 
dhstiibution iiglits. 

Several kinds of laws govern the piincipal-agent 
relationship. Special statutes represent a typical ap- 
proach to the problem. The Civil and/or Commercial 
Codes often apply m the absence of special legislation 
and frequently they strengthen the position of the local 
agent when there are omissions in the special laws. A 
number of countries have enacted labor laws that extend 
to agents the same remedies for dismissal that are 
extended to employees. These labor laws only apply 
when the agent is a natural pcison and not a corporation 
or juridical person. A survey of these protective laws 
shows that they possess many common cliaiacteristics. 
Illustrative examples follow: 

• All laws lend to strengthen the agent’s position 
under the contiact, obliging the principal to compensate 
the agent according to scheduled rates for damages or 
losses caused by termination of the agency agreement 
without just cause. These protective laws relate the 
woidsjust cause or any equivalent thereof to situations 
where there has been termination of the contiact 
according to the law oi the terms of the agency contract. 
Such laws then list and describe llie reasons and 
situations under which an agency agreement may be 
validly terminated; i.e., incompetence of the agent and 
serious decrease in sales oi dislribiUion due to circum- 
stances attributable to the agent. The contract terms are 
valid if they do not violate any specific provisions of the 
protective laws. 

• Laws declaring unwaivoable the compensation 
and peihaps other rights gianted to tlie agent by the 
protective legislation. 

• Laws that eslablisli the law of tlie forum as sole 
appUcable law; these preclude the parties from validjy 
electing some other coiintiy’s laws to govern the 
contract. 


lor discharging employees without just cause counines 
that have clearly applied labor laws to agents are 
included in this article. However, it should be noted that 
the courts of other countries may also construe their 
labor laws to give agents protection similar to that 
provided to employees, 

» Laws requiring tiiat the agent be given notice of 
the tenmnation some time prior to its effective date. 
Some of these laws require compensating the agent lor 
the accrual of commissions during the notice period 
Other laws require tiie principal to compensate the agent 
foi the goodwill generated by the agent during the life of 
the agency agreement. In certain cases the compensation 
may take the form of a pension. 

• LaWsS that allow an agent wishing to contest a 
notice of termination to submit the controversy to 
arbitration to determine whether the principal has just 
cause for ending the relationship. 

♦ Laws conditioning the refusal to extend an 
expired agency agreement only upon a showing of just 
cause. 

American suppliers with agents in countries wheie 
these laws apply should be aware of their provisions 
when entering or canceling agency agieeinents and 
should seek to conduct such airangements in a manner 
best suited to avoid possible liability. Special care should 
be taken that all contractual provisions are valid under 
the laws of each country in which the supplier and agent 
will conduct their business, and that the agreement 
fulfills the requirements of local law. 

The following coiuitiies have enacted piotective 
legislation affecting agency terminations. The descnptive 
comments are intended to seive as a geneial guide in the 
bebef that they reflect the situation at the time of 
writing. Nevertheless, it should be borne in mind that 
commercial laws and piactices are constantly changing 
and that countries from time to time enact new Iaw.s 
according to local needs, Readers ate uiged to consult 
legal counsel to deteinune how their legal rights would 
be treated under local conditions. 


EUROPE 

Austria-Provisions of the Mercantile Agents Law 
supplement agency agreements as to matters not covered 
by the agreement, Waivers of the agent’s rights are not 
recognized, The law establishes cxpu’ation notice terms 
which vary in relation to the duration of the agency. The 
parties may agree on shorter notice terras, but if the 
contract does not provide for notice, the teims set by 
the law will apply. 

Agents are entitled to indemnification for. unjust 
and/or premature termination of the agieement; 
teriiHJiation without due service of notice; any lestiic- 
tion of the agent’s commercial activities after termina- 
tion, and for termination of the agreement due to fault 
of the supplier oi his bankruptcy. 


UJIUdlClUl „ 

Indefinite Teim Agreements,” piotects sucli agents 
against “unjust” tenmnation. A law of July 30, 1963, 
extends to nonexclusive lepresentatives the same protec- 
tion against tlie unjust teimination ot an agency agiee- 

ment. 

The paities to the agency agreement aie fiee to 
stipulate whatevei terms they mutually agiee upon. 
Ilowevei, they may not amend, revoke oi waive any of 
the rights to which the agent is entitled by law. Since 
only Belgian law is applicable to the contract, choice of 
law clauses are not recognized 

The termination of both exclusive and nonexclusive 
agency agreements winch have no definite expiiation 
date cieates a liability foi the severing party, unless theie 
IS mutual consent to the termination oi the other paity 
has failed to meet its obligations untlei the agieement. 
To teiminate any indefinite term agency agrceniciU 
without liability, the sevcimg paity must give adequate 
notice to the other party and nmtuai agreement on the 
terms of seveiaiice must be reached. In the absence ol 
such mutual agreement, the compensation due the agent 
for leiniination by the piincipal may be dcteimined by 
referring the matter to the couits. 

If a principal terminates an agency agieement 
without justification, he, m addition lo his liabilities 
undei the contiact, becomes liable to compensate the 
agent for (1) the value of ^ny inciease in goodwill loi 
the principal’s business caused by the agent, (2) the 
agent’s expenses inclined m developing the agency and 
(3) the amount of any compensation claims discluuged 
employees of the agent may have undei Belgian law. 

The Belgian Cml Code provides that both exclusive 
and nonexclusive agency agieeinents which have a 
definite date of expiration may be teiminated on sucli 
date without liability. The paity responsible for teimi- 
nating a definite term agreement before its expjiatjon 
dale is liable lo the other paily foi damages, unless the 
severance is accomplislied by mutual consent or is 
caused by a failure of the other paity to meet Jls 
obligations under the agieement In case of teimination 
for a bleach of obligation by the other paity, notice of 
teimination must be given by tlie teiminating party, and 
failure to give such notice makes linn liable for damages. 

Denniark-The piincipal-agent relationship is gov- 
erned by Act No. 243 of May 8, 1917, as supplemented 
by a 1918 law, which gives the Chamber of Comnieice 
the authority lo lendei opinions concerning unju.slified 
agency teiininations. Undei Act 243 the paities may 
teuninate the relationship at any time without serving 
notice, except in cases where the paities have piovided 
otherwise in their agreement. However, (1) an agency 
may not be terminated without compensation if the 
agent is entitled to a continuation and (2) any post- 
termination lestnction on an agent’s comineicial activi- 
ties may not exceed 2 yeais. The Chamber of Commeicc 
recommended piactice is to give agents 3 to 6 months’ 
notice upon any termination and from 6 to 12 months’ 
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compensation based on annual gross commissions avei- 
aged over the last 3 to 5 yeais of the lelationship 
Furthermoie, a tei minuted agent may claim compensa- 
tion for the goodwill generated by the agent and taken 
ovei by the principal. 

France-The pnncipai-agent relation is governed by 
tile Commeicial Code and decree of December 1958, 
and the Laboi Law as supplemented by laws of July 17, 
1937, and Mai. 7, 1957. 

Choice of law clauses aie allowed; waivei of agent’s 
lights is not recognized Labor laws apply when agent 
does not sell under his own name, oi on his own 
account. Detinite term agieements teiminate on expira- 
tion date of contiact, if extended after expiiation, they 
aie governed by lulcs on indefinite term agieements. 

Piemature lei rnnialion of a definite term agieemenl, 
and/oi tailure to renew a definite leim agi cement, 
except foi just cause, entitles agent to claim compensa- 
tion on the basis of; all stipulated benefits icsultiiig irom 
the contiact; salary equal to all diiecl and indirect 
benefits that would have accrued until expiiation of the 
contiact; compensation lor bicach of contiact, except 
when teimination was based on just cause; and iiunibei 
and value of accounts developed by the agent. 

The same compensation based on number and value 
of accounts developed is due an agent upon lerniiiiation 
of any agreement, in tlie event ot permanent and 
complete inability to woik, as tlie lesult of accident or 
illness. Indefinite term agieements may not be termi- 
nated except toi just cause and with due seivice of 
termination notice. Violation of the foiegomg entitles 
agent to claim compensation on the basis ot. salaiy 
payments equal to all benefits that would have acciued 
duimg the notice peuod, compensation loi bieacli of 
contiact, including unconfiimed oiders, and nuinbei and 
value of accounts developed by the agent. 

Exclusive impoUers and disliibutors arc governed 
by piovisions of the Commeicial Code, and decree of 
Decembei 1958. Under these laws a definite teim 
agreement teiminates on the expiiation dale of the 
contract. A delimtc teim agieemcnt, if extended, be- 
comes an indefinite leini agieement and may only be 
teiminated loi just cause and with seivice of notice of 
teimmation. 

A suppliei IS liable foi damages foi unjust termina- 
tion of the agency agreement, foi piematuic teimination 
or termination without notice. 

Germany, Federal Republic of— The Commercial 
and Civil Codes apply to the piincipal-ageiil relation. 
The Codes have been supplemented by the Law of Aug. 
6, 1953, relating to agents being independent contrac- 
tors, and by Deciee of Dec. 23, 1958, relating to agents, 
engaged in buying and selling for the account of anothei. 
Under the law choice of law clauses aie allowed; waivers 
of agent’s rights are not recognized. 

The Commeicial Code provides minimum termina- 
tion notice teims. These vaiy in relation to the diiiation 
of the agreement. An indefinite term agieemcnt may be 
terminated upon due notice and foi just cause. Failuie 
to give notice of teimination may only be excused for 
just cause. Compensation generally amounts to benefits 


that would have accrued dining the omitted notice 
peuod Additional compensation may be claimed lor 
goodwill developed by the agent, but the maximum 
compensation may not exceed an aveiage yeai’s comims- 

sion. 

The following rights may not be waived by tlie 
agent" indemnification for unjust or premature termina- 
tion of the agreement, restriction of agent’s commercial 
activities after termination for more than 2 years. 

Italy-The principal-agent relation is governed by 
provisions oi the Civil Code. When tlie agent is paid a 
salary, Law No, 562 of March 18, 1926, also applies, 
The Code and Law 562 requue that termination notice 
be given the agent. The length of notice vanes m relation 
to the nature of tlie agency (commercial or mdustnal) 
and the duration of the employment. 

Definite term agieements teiminate on the expira- 
tion of the agreement Notice is not needed. A paity 
may terminate an agreement at any lime foi just cause, 
and by giving notice of termination on the other paity. 
Failure to give notice when lequhed makes the principal 
bable to pay compensation foi estimated earnings that 
would have accrued dining the notice peiiod and a 
proportion ot comimssions received dining the preceding 
yeai. 

Undei Law 562 an agent is entitled to compensation 
foi dismissal without service of notice. The amount is 
based on salaiies that would have acciued during the 
notice pciiod, and scvciance pay amounting to not less 
than one-lialf monttily salaiy foi eacli year of employ- 
ment. 

Teimination ot the agieement without just cause 
makes the principal liable for compensation, computed 
as a piopoition of commissions leceived during previous 
yeai or life of agency. If the agieement is terminated by 
the principal without Just cause and without giving 
notice of teimination, tlie principal also is liable for 
compensation based on estimated eainings that would 
have acciued duiing notice peuod, 

Malta-No special protective legislation. Principal- 
agent relation governed by piovisions of the Conimei ciul 
Code and Civil Code. Generally, a detimte teim agree- 
ment teiminates at the expiiation of the iigrceineiit. An 
indefinite term agreement may be teiminated at any 
time by giving notice of termination to the other party. 

Upon teimination of agieement the principal must 
safeguaid agent’s rights to any eainings for business 
being tiansactcd. No notice is icquirecl by either parly 
when the agency is terminated due to bad faith, 

Netherlands-Principal-agent relation governed by 
the Commercial and Civil Codes, supplemented by laws 
of November 1936 and Maich 3, 1965. The law piovides 
minunum teims for sciving notice of termination, Paities 
may agree on longei terms. In the absence of termina- 
tion provisions in the agreement, niiniinum periods 
established by the law apply. 

A definite term agieement terminates on the expira- 
tion of the agreement. However, if paities continue to 
operate undei the agreement after expiiation date, it is 
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Tcrmindtion of an agreement without adequate 
notice makes a principal liable for compensation. The 
damages may optionally include actual damages suf- 
fered, or commissions that would have accrued during 
the termination period 

Exceptionally, and only for just and urgent causes, 
an agreement may be terminated without notice, pro- 
vided the other party is immediately advised of such 
causes, violation of the foregoing makes a principal 
additionally liable for compensation of 1 year’s earnings. 
Under the Law of Marcli 3, 1965, if an agent is 
dependent on no more than two supphers, the regional 
Labor Office must previously approve the termination of 
the agreement. 

Norway-According to the Norwegian Agent Law 
of June 30, 1916, as amended by the law of June I, 
1973, an agent is entitled to compensation should the 
piincipal give less than 3 months’ notice of termination, 
regardless of whether a period of notice has been 
included in the agency agreement. If the appointment 
has lasted for less than 1 year, the notice of termination 
should be 1 month. The agent is also entitled to 
reasonable compensation for relevant investments he has 
made in agreement with the principal and to commission 
sales made by him or tlirough his coopeiation. This 
applies even though sales are concluded after the 
termination of the agency, provided the purchaser’s 
orders have reached the principal or the agent prior to 
termination. The agent is also entitled to commission on 
orders considered to have resulted fiom his work while 
he held the agency. In the event of lack of pioof of the 
size of the commission due and the agency having been 
in force more than 1 year, the commission shall be 3 
months’ commission based on the average monthly 
commission of the last year. This rule does not apply if 6 
months’ notice is given. However, if the piincipal 
ternimales the agency for a valid reason (i.e., failuie of 
the agent to fulfill his duties and obligations under his 
appointment), the agent will not be entitled to any of 
the compensations described above. It is deemed to be 
unfair competition to substitute one agent for another 
without giving the substituted agent piioi notice of such 
change. 

Spain-Botli the Spanish Civil and Commercial 
Codes regulate the relationship between principal and 
agent. Although there is no law specially covering the 
termination of agency agreements, an agent who is a 
natural person may have rights under the Labor Laws, 
particularly those found in Decree No. 2412/62, dated 
July 21, 1962. 

The principal and agent are free to stipulate to 
whatever terms they agree upon, including provisions for 
cancellation of the agency. In the absence of provisions 
to the contrary in the agreement, the Commercial Code 
allows the principal to terminate the agency at any time 
upon giving notice to the agent. However, the principal 
IS obliged by law to pay the value of the agent’s effort to 


nates an agency agiceuieiu wim a iiaiuiai lu 

make compensation to such person, Unless otherwise 
estabhshed by the teims ol the agency contiact, such 
compensation is to be deteimmed by llie couits. Such 
determination must fall within the tollowing range the 
equivalent of no less than 2 months’ and no moie tlian 2 
years’ eaimngs under the agieement. This indemnity is 
to be computed on the basis of the aveiage income over 
the last 2 years oi the entire teim ot the lelationship, 
whichever has been shortei . 

Sweden-The Act of April 18, 1914, as amended 
by Law 219 of May 1974, goveins the pnncipal-agent 
relationship to the extent that the agency agreement, 
commercial practice or custom do not olheiwise pro- 
vide, Where specifically piovided, howevei, the law will 
prevail over the agency agieement, commeicial practice 
or custom. As supplemented by the Swedish Laboi 
Code, this law also regulates the employei-cmployee 
relationship of traveUing salesmen. 

A notice of teimination is lequiied to terminate 
indefinite term agency agreements. The requiied notice 
term is 3 months foi indefinite term agreements which 
have been in effect for 1 year or moie. The peuod of 
notice foi such agreements, which have been in effect 
for less than a year, must be at least 1 full calendar 
month after the month in which notice is given. The 
agent cannot waive such notice requirements. However, 
no notice is lequirecl when an indefinite leim agency 
contiact is terminated by the piincipal based on just 
cause. 

Fixed term agreements, or contracts foi specific 
business ventuies, terminate at the expuation of the 
contiact term or completion of the business ventuie. 
Fixed term agreements may be piematuicly teimiiiated 
by the principal only in the case where the piincipal has 
just cause for so doing. Law No. 219, which went into 
effect on July 1, 1974, is somewhat ambiguous on the 
question of whether oi not there is a notice lequiiemeiit 
for terminating fixed term agieemenls. Therefore, piu- 
dence would suggest that notice be given even when the 
pnncipa! has just cause allowing him to picmatuiely 
terminate a fixed teim agieement without liability. 

The pnncipal has just cause, allowing him to 
piematurely terminate a fixed teim agency agieement 
without incuriing liability or an indetmite term agency 
without giving notice, when (a) the agent ha,s been 
derelict in his duty to the principal, (b) the agent is m 
bankruptcy; or (c) the agent has bleached the contiact 
in such a manner that no leasonable cause exists for 
continumg the agreement. 

In cases of unlawful termination by the piincipal of 
the relationship, the agent will noimally be entitled to 
reasonable compensation for losses incuired. This in- 
cludes the agent’s costs for investments in buildings, 
stock, machmery, tiansportation facilities and similar 
assets, winch he has made m furtherance of the agency 
and with the consent of the principal. The agent can, 
with binding effect, waive his right to such leimburse- 
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merit only if the waivei is made when the investment is 
effected. 

The agent has a right to leccive commissions on 
sales completed after the agency has been terminated 
piovided such sales lesulted from the agent’s efforts. 


Switzerland-The principal-agent relation is gov- 
erned by the Swiss Code of Obligations The law of 
agency agreements, dated January I, 1950, has been 
included in the Code. 

Choice of law clauses are not tocognized, norwaivei 
of agent’s light to compensation, noi clauses tendering 
an agency iiievocable. If the agreement docs not provide 
for termination, the law stipulates a 3 month minimum 
period for giving notice of tcimmation. Notice is not 


lequued to leiminate definite term agreements, If the 
pailies coiUmue to operate under the agreement aftei 
teimination it is deemed to have been extended for 
another year. 

An agent may claim compensation from the piinci- 
pal for unjust teimination of the agency, act of the 
piincipal unduly pieventing agent fiom free exeicise of 
the agency, and when the agreement restricts tlie agent’s 
future commeicial activities after termination of the 
agency. 

Compensation generally amounts to 1 year’s net 

profit. 

The conference of Swiss As.sociation of Commercial 
Travelers and Agents has drafted an Agency Agreement 
form. This form includes a mode! agency teimination 
clause. 


CENTRAL AND SOUTH AMERICA, AND WEST INDIES 


Argentina-Pimcipal-agciU relations are basically 
governed by the Civil and Commercial Codes. No special 
legislation covers the termination of agency agreements. 
Howevei, when the agent is a iiatuial person the agency 
may be regulated by Labor Law No. 11,544 of 1929, as 
amended, and successive laws and decrees (particularly 
law No. 14,546 of 1958) which extend labor law 
benefits to business agents. The parlies may not select 
foreign laws to govern the agieemcnt. If a contiact is 
executed abroad to avoid Aigentine law such effect will 
not be enforced by the Argentine courts. 

The Civil and Commercial Cocle.s permit a piincipal 
to terminate an agency agieement at his discretion. 
However, the teiminating paity may be liable for 
damages resulting fiom a wrongful termination. All 
agreements whether for a definite or an indefinite term 
should include a notice of termination clause. 

Labor laws similarly requiie the seivice of a leimina- 
tion notice some time prior to the actual teimination 
dale; otherwise, the piincipal may be liable to the 
employee for earnings that would have acciued duiing 
the notification period. The amount of compensation is 
proportional to the duration of the agency. In all 
clischaigc cases, except foi those based on a just cause, 
the agent is entitled to compensation amounting to 1 
month’s leinuneiation or commission foi each year of 
seivice. 

Bolivia~Tlie Civil and Commercial Codes govern 
the pimcipal-agent lelationslup. No special legislation 
has been enacted to piolect an agent Ironi the termina- 
tion of the agency agieemcnt. Natuial person agents are 
entitled to claim Jaboi law benefits by viilue of the law 
of December 3, 1927. Contracts are based on mutual 
agreement of the paities. However, waiver of legal rights 
is not recognized by law. Except for bieacli of contract, 
or by mutual agreement of the paities, a definite teim 
contract may not be prematuiely terminated. Indefmile 
term agreements requiie a termination notice seived in 
accordance with such notice requirements and teimina- 
tion conditions as are piovided in the agreement. 
Wrongful teimination of an agency contiact makes the 
breaching paity liable for damages. 


The labor Law allows a principal to dischaige an 
agent only for a just cause, otherwise, the piincipal is 
liable for compensation which includes severance pay. 
The amount of compensation depends on the duration 
of the agency. The principal must also serve notice some 
time prior to the teimination to validly terminate the 
relationship. Failuie to seive such notice subjects the 
principal to liability to the agent for earnings or 
commissions which would have acciued during the 
notice period. 

Brazil-The principal-agent relationship is governed 
by Law No. 4886, in force as of December 10, 1965. 
Although the parties may fieely stipulate the terms of 
Ihcu agency contiacts, provisions on the following must 
be included: the conditions and general requirements of 
Uie lepreseiitation, an identification of the products 
subject to the lepiesentation, the period of representa- 
tion, whether definite oi indefinite, the terms and time 
of payment foi caiiying out the lepresentation, the zone 
in which the rcpiesenlation will be excicised (including 
(1) wlxetliei the pimcipal is excluded from doing 
busmen witiun the zone, (2) whethei such exclusivity is 
paitially oi wholly guaranteed, and foi what peiiod, and 
(3) the resliiclions, if any, to zone exclusivity). A 
piovision for the indemnity due the agent upon the 
piincipar.s terminating the agieement without notice is 
also lequued, and this indemnity must not be less than 
one-twentieth of the compensation earned dining the 
repicsentation 

Agency agreements may be lerminaLed for just 
cause, Uiidei law 4886 the definition of just cause is 
limited to the following; the agent’s negligence; the 
agent’s bieacli of the contract; acts by the agent 
damaging to the principal; and conviction of the agent 
for a sciious ciiminal offense. 

Fixed term agreements terminate on the date 
provided. Indefinite term agreements are terminable 
without just cause only duiing the first 6 months. In all 
cases, except when olhei piovisions for termination have 
been agreed upon, seivice of notice piioi to termination 
Is obligatoiy. If the principal fails to seive such notice 
compensation is due tlie agent amounting to one-tliird of 
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the eaimngs accnied during the lust 3 months just pnor 
to terinuiation. 

Colombla-Tlie Commercial Code of Colombia as 
set forth iti Decree No. 410 of March 27, 1971, governs 
coinniercjd] agencies This includes piovisions covenng 
the termination of agency agreements and establishing 
liability lor the unjust termination by the principal. 

Although the parties are free to stipulate to the 
terms of their mutual arrangement, the agency contract 
must provide for the scope of the agent’s authority, the 
duration of the relationship and the temtoiy encom- 
passed by the agency. Unless otherwise provided in the 
operative agreement, the agency is presumed to be 
exclusive. Colombian law is the only law that may apply 
to agency agreements and, therefore, choice of law 
clauses are not recognized. 

If the principal should teiminate the agency con- 
tract under circumstances which are not the fault of the 
agent, the agent has the right to claim compensation 
from tlie principal in the amount of 1 month’s com- 
mission, or such other remimeration as is provided by 
the contract, for each year the contract has been in 
effect. However, sucli amount may not exceed a total 
equivalent of 3 months’ remuneration provided under 
the agreement. The agent also has a piivileged lien 
against the principal’s goods in his possession, to assure 
full payment of the compensation due him. 

If the principal terminates the agency leiationship 
without just cause, the agent may also claim compensa- 
tion for his success in establishing or building up 
goodwill for the principal’s business The amount of 
such compensation will be determined by the courts, 
taking into account the amount of time the agent has 
lepreseiUed the principal under the agreement and the 
volume and importance of the principal’s business 
conducted by the agent. 

The causes justifying termination of the agency 
agreement by the principal are (1) a breach by the agent 
of his contractual or legal obligation to the principal, (2) 
an act or default of the agent whicli results in damage to 
the principal’s business interest, (3) the agent’s bank- 
ruptcy, or (4) tlie liquidation by the principal of the 
business activity on which the agency contiact is based. 
In the event the agency is teiniinated for any of these 
listed reasons, the principal is not obliged to compensate 
the agent. 

Costa Rica— Provisions of the Civil and Commercial 
Codes govern the agency contract. Termination of 
agency oi distributorship agreements, and the remedies 
attached thereto, are regulated by Law No. 4684, which 
was promulgated on December 4, 1970. 

Under the Codes the parties may freely stipulate the 
terms of their contracts. Hovvevei, any waiver of the 
agent’s lawful rights is invalidated by Law No, 4684. 

A principal may be bable to compensate the agent 
in any of the following situations: termination of an 
agency without just cause, unjust refusal to renew an 
expu-ed agency agreement, and termination of the 
contract for causes unrelated to actions of the agent. 
Compensation under Law No. 4684 is the equivalent of 
2 months’ gross profits for each year of services, or 


fraction thereof in excess ot 6 month'' II 

compensation may not exceed tlie et|ui'. ’’ 
months’ gross profits. Indemnification ini'- '■ 
principal to purchase tlie agent’s stock nMh i ' 
product at warehouse cost price. 

Law No. 4684 defines just cause (or kti i. 
the piincipaJ as any crime by the agent 
principal, the agent’s negligence or incpliin b 
tion of trust by the agent, a breach ol toiMi , ' , i 

agent, or breach of the agent’s obligati' [. ' 
pnncipal. 

Dominican Republic-Agency agrcemLii* i 
emed by the Civil and Commercial Cud'- . i 
solution of agency agreements is covered I’v 1 - 

263, dated December 3 1 , 1 971, winch aniet !.t i 

173 of April 6, 1966. The 1971 law altojil , >' 
specific remedies for unjust teinunalion ul b' 

agreement, if the agreement has been register .1 r' ' i 
Central Bank of the Dominican Republie wit i 'I f 

of its execution 

Although the parties to an agency agr'ei" . 
free to stipulate as to its terms, Law No 26' m : 
any waivei by the local agent of his rights I ii i 
obhgate the piincipal or any substitute, ' - ■ 

replacement acting on the principal's belMli i ^ 
person or firm acquuing the right to act in ! ; ' 
agreement, to compensate the agent for hi'' i.l,i '( 
tlie event (1) the agent is unjustifiably di ii' 
substituted, (2) the principal, his assignee nr r . i 
tive terminate or refuse to renew the agreeiiu-ht >, : 
just cause, or (3) the pnncipal, his assignee or ri. i 
tive take over the agent’s business without jum > i 

The agent’s damages for unjust termini: 
refusal to renew an agency agieernent niiv . > i , 
losses the agent has suftcied because ol ln'* . 
efforts on behalf of the principal’s busmes--, mil' 
(1) Labor Law employee compensation ohlu- t 
the agent, (2) the actual value of all inveMm' ' t - 
expenses the agent incuired in setting up and r. ■ 
the business, (3) the value of the agent’s inv«. nt' 
stock, and (4) the value of the agent’s lost pniiii . 1 1 
principal may also be obliged to pay an a'Mi'’ i 
amount equal to the total of the agent’s net } 

the previous 5 years. If the agency has been in s li v s 
less than 5 years, the compensation is set at ti.L ii, 
the average annual profit during the prevnni-. ,i 
actual representation. 

Just cause for a principal’s refusal to rciiC'. , ' n 
terminating, an agency agreement is set forth in 1 i-- Ni 
263, as follows: (1) breach by the agent ot .ur, .'t 
essential obligations of tlie contract, or (2) any ,i. 1 1 ',i 
commission by the agent which substantially ji r, ► 
pnncipal’s interest in the promotion or (ieschq'ih nr ■ 
his business. 

Ecuador- No special legislation has been ir.tr 
to protect the agent from terniination ol iLl 
agreement. The Civil and Commercial Codes reynln, - 
principal-agent relationship. These Codes permit ij.t 
pal to terminate an agency agreement at hi.i di'.ti;: 
provided tliat a notice is given to the agent pn- r r ■ r: 
date of termination. 


6 



However, unclei Ailicle 267 ot the Laboi Code, 
iialuial peisons acting as agents may claim the same 
protection I'loni dismissal as ilo employees Undei the 
Laboi Code jusl cause is tlie only ground foi umlateial 
teimination ol the employment oi agency contiact. If 
tile contiact has inn foi moic than 6 months a notice 
must he given ! month piioi to teimination. Failure to 
give such notice makes the piincipal liable foi 2 months 
lemuneiation, in addition to any other compensation 
due. 

According to tlie Laboi Code agieemcnts foi an 
indefinite teiin may not be unilateially teimmaled until 
altei the agieement has nin loi at least 1 yeai. Hven 
then, iust cause and aileiiuale notice aic icquiied. Unjust 
teiiniiiation subjects the pimcipal to liability foi com- 
pensaling the agent an amount equal to 25% of Ins 
pievious month’s eainings multiplied by the numbci of 
years of his seiviee as an agent, 

In the case ol' tixed teim agieemcnts, the Laboi 
Code leinedies a ineinatiiio teimiiiation by making the 
piineipal liable to compensate the agent 25% of the 
lemuneiation that he would have othetwise earned ovei 
the icmainiiig pciiod of tlie contiact. This liability foi 
pieinalure teimination is douldeil if the contiact is 
teimmaled without lusl cause. Unless notice is given 
piioi to its cxpiiatioii date, a fixed term contiact is 
autoinalieally icnewed loi an identical peiiod. 

By lereience to aitiele 133 of the Laboi Code just 
cause foi terimnalion by the piineipal may include such 
comiucL by the agent as unjuslified and repealed acts of 
insubordination, bieach ol' tiie agiecmenl, immoial oi 
dislionest eondiict, incompetence and giavc dispaiage- 
menl ol the piineiiial oi its pioducL. 

El Salvador -Tlie law legulating principals and 
agents is toiind in tlie Comineicial Code (l)ectcc No, 671 
ol Januaiy I, 1971, as amended by Decice No 247 of 
Januaiy 9, 1973). 

Agency eonliacLs may be (ciminated by cilhci the 
piineipal oi the agent by giving wiittcii notice 3 months 
piioi to Iciniinalion. Ilowevei, a piineipal may not 
teiimnate, modify, oi lefuse to icnew an agency 
contiact witlioul just cause. If a contract is unilaterally 
and uiijustly leiminaled, the iniuied paity has a right to 
claim damages. 

An agent wliose tepiesenLatlon is unjustifiably 
terminated, may claim (1) the uni ecoveiable expenses 
which he has inclined foi the benefit of the agency, (2) 
the value ot the physical assets of tlie agency which have 
no altei native use, including eijuipment, fixtures, furni- 
liitc ami implements, (3) the value of this unsalable 
nieichandise, slock and aceessoiies; (4) an amount equal 
to his gloss piolil expeiienee, not to exceed lhclatc.sl 3 
yeais of icptesciUatioii; and (5) the value of ciedil he 
has extended to piiieliaseis of the piincipal’s products. 

As amended, the (lode defines just cau.se for 
teimination as a ( 1) hi each by I he agent of the contract, 
(2) the agents fiaud oi abuse of the piincipal’s tiust, (3) 
the agent’s incompeteiiec oi negligence, (4) a continued 
decieasc in sales foi leasons atlribiitabic to the agent; (5) 
tlie disclosure by the agent of confideiUlal information, 
or (6)-any act (if the agent reflecting adveisely on the 


agency, the piincipal’s pioducts or then sale and 

distiitsulion. 

11 the principal is found to have dismissed an agent 
without just cause, the piineipal may not import his 
pioducts, trademarks or seivices into El Salvadoi until 
the compensation lawlully due to the agent is paid in 

full. 

All contiovoisies between a principal and his agent 
must be decided by the local couit having juiisdiction 
over the agent. 

Guatemala-The principal-agency relationship is 
governed by the Commercial Code of Guatciiidla, which 
is set lorth in Deciee No 2-70 of May 1970. Teimina- 
tion of agency agreements is coveied by Dcciee No. 
78-71 of September 25, 1971. Accoiding to the more 
leeenl decree, a principal is allowed to teiimnate the 
agieement with his agent by mutual consent, by expiia- 
lion 111 aecoid with the terms of tlie contract, oi when 
the piineipal hasjiist cause us piovided by law, 

Just cause foi tlie piincipars teiminating the agree- 
ment is defined as any ot the following (1) a breach by 
the agent of any of his conliactual obligations to tlie 
principal, (2) the commission by the agent of a ciiminal 
offense against the person or pioperty of the piineipal, 
(3) the unjustified lefusal by the agent to render 
accounts due oi piocccds of liquidation in accord with 
the leims of the contract, (4) the agent’s disclosuie to 
thud parlies of confidential infoimalion entrusted to 
him by the piineipal, or (5) a decrease in sales of the 
punclpal’s pioducl oi scivices due to the agent’s fault. 

In the event of an unjust teiniinalion by the 
piineipal, the agent may chum as compensation an 
amount including (1) the pievious yeai’s diiecl and 
piomolionul expense inclined by the agent m caiiymg 
out the agency, (2) the cost of all luirecoveiable 
investments made by the agent in puisuaiice of the 
contiact, (3) the value of any unsold nierchaiidise m the 
agent’s po.ssession, (4) 50% of the piesumed gioss piofits 
on the sale of .such unsold merchandise, and (5) an 
amount equal to the prospective piofits to the agent for 
the lemainmg term of the contiact oi foi 3 years, 
wluchevei is less. The principal is also liable to the agent 
for all Labor Law eompensalion claims dismissed em- 
ploycc.s of the agent may have as a result of the 
termination. 

The parlies may mutually consent to the amount of 
compensation due the agent foi unjust termination by 
the piineipal, and in case of an unresolved dispute as to 
such amount the issue will be dctei mined by the com Is. 
If the principal has been sued by the agent for unjust 
teimination, he may be piohibilcd from conducting 
business in Guatemala, eithei directly or indiicclly, until 
the suit js settled or the agent’s chum is paid, The 
piineipal may avoid this piohibition on doing business in 
Guatemala by posting a bond to guarantee payment of 
the amount of any possible damage claim against him. A 
continuation of business undei piohibition and without 
securing such bond will subject the principal to a fine 
ran^ngfroin $50 to $5,000 (50 to 5,000 quctzales) 

Haiti-No .special legislation has been enacted 
protecting the agent against Leimination of the agency 
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agreement, The Civil and Commercial Codes govern the 
principai-agent relationship However, natural persons 
acting as agents may claim the same benefits for 
dismissal under tlie labor laws as do employees 

Under the Codes the parties may freely stipulate the 
conditions of their agency contract. However, the 
following provisions must be included in the agreement: 
an identification of the agency territory, a list of the 
respective duties and obligations of the agent and 
principal, the remuneiation to be paid to the agent, the 
duration of the agreement, the lequirements for service 
of a termination notice and the jurisdiction governing 
the agreement. 

Under the labor laws a waiver of legal rights is not 
recognized. Notice of contract termination is required 
except when the contract is terminated for just cause. 
The amount of notice that must be given in advance of 
the termination date varies from 8 days for contracts 
having been in effect for 3 months to 1 year, to 2 
months’ notice when a contract has been in effect for 
more than 10 years. Failure to give the appropiiate 
notice subjects tile principal to liability for the remu- 
neration to which the agent would have otherwise been 
entitled had such notice been given, 

Honduras— The Civil and Commercial Codes regulate 
agency contracts. Decree No. 50, m foice as of Octobei 
16, 1970, governs the conditions and consequences of 
terminating agency contracts. 

A principal may not terminate, modify or refuse to 
renew the agency contract except for just cause 
Termination without just cause subjects the principal to 
liability for the damages suffered by the agent. Compen- 
sation for such damages may include the value of the 
agent’s investment in premises, equipment, mstallation, 
furniture and utensils, which have no alternative use, the 
agent’s outlay for unsaleable merchandise, stock and 
accessories, the value of that portion of goodwill 
generated by the agent’s own effort, determined by 
considering the duration of the agency, the pioportional 
share of the principal’s sales or service volume in relation 
to the agent’s total business, the share of the Honduras 
market such volume of the pioduct or service represents, 
and any other factor quantifying goodwill. 

Just cause for the termination of the contract by 
the principal is defined as the agent’s breach of contract, 
his fiaud or abuse of the principal’s trust; his disclosure 
of confidential information; or any act attiibutable to 
such agent which reflects adversely on the business 
operation 

Mexico— No special legislation protects the agent in 
case of termination of agency agreements. The principal- 
agent relationsliip is governed by the Civil and Com- 
mercial Codes. These Codes permit a principal, unless 
ollierwise provided in the contract, to revoke the agency 
at his discretion. However, a wrongful or prematuie 
termination of the agency may make the principal liable 
for compensatory damages. Appointment of a new agent 
for the business amounts to a revocation of the old 
agency contract. 

On the other hand, by virtue of Article 285 of the 


Federal Laboi Law of April 1, 1970, natural persons 
acting as agents may claim the same protection fiom 
dismissal as is afforded to employees, including the iiglit 
to compensation foi an unjust teimination of the 
employer-employee relationship. In the case ot fixed 
term agreements which do not exceed 1 year, tlic 
compensation specified for piemature and unjust teimi- 
nation is set at one-half the value of the remuneration 
previously earned by the agent undei the agi cement If a 
fixed term contract has run for more than 1 year the 
compensation tlien is set at the value of 6 months’ 
lemuneiation plus 20 days’ remuneration for every year 
of service after the fust year. In the case of indefinite 
term contracts the compensation amounts to 20 days’ 
remuneration for eacli year of .seivices rendered, The 
agent is also entitled to leceive an additional 3 months’ 
earnings plus accrued remuneiation from the date of 
dismissal to the actual date the piincipal pays him all the 
compensatory damages due. 

Nicaragua-The Civil and Coinincicial Codes govern 
agency agreements. Law No. 287 of Februaiy 2, 1972, 
entitled, “Law on Agents, Repicsentativcs or Dis- 
tributors of Foreign Firms,” covers the termination of 
agency agreements and establishes the compensation due 
to the agent for the unjustified teimination of the 
agency relationship by the piincipal, 

Nicaiaguan law is the only law that may apply to 
agency agreements and, accordingly, choice of law 
clauses are not recognized. Although the paities aie fiee 
to stipulate the lei ms of the agency contiact, they may 
not amend, levoke oi waive any of the light.s to which 
the agent is entitled by law, These iiglits obligate the 
piincipal oi any substitute, intcimediary oi replacement 
acting on the piincipal’s behalf, and any peison or firm 
acquiring the light to act under tlie agicement, to 
compensate the agent for his damages in the event the 
principal, ins assignee oi lepiesentative has no just cause 
for (1) dismissing or substituting the agent, (2) uni- 
lateially terminating the agicement, (3) lefusing to 
renew an expued agreement, (4) taking ovei the agency, 
or (5) increasing Hie number of lepresenta lives in 
Nicaragua. 

Law No. 287 provides that the agent’s compensa- 
tion foi unjust teimination by the piincipal may include 
the agent’s unrecoveiable investments and expenses 
which he has inclined in furtheiance of the agency. Such 
compensation also includes the agent’s constructive loss, 
which is to be deteimined by lefeience to the amount of 
time that has expired under the agency agreement, This 
varies from 25% of the agent’s expected gross eainings 
for a 3-year period if tlie contiact has been in effect 
from 3 to 6 months, to 100% of the agent’s gross 
eainings during the pievious 3 yeais, if the contract has 
been in effect for more than 3 years. Furtheimoie, the 
agent letams his right to all claims against tlie piincipal 
that arc given him by equity, and may requiie the 
principal to buy back liis stock at whatevei cost, 
including the purchase price, freiglit, taxes and othei 
expenses, the agent may have had to incur to obtain and 
mainlam such slock. In cases where the principal has 
increased the number of repiesentatives without just 
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cause or mutual agreement, the agent may claim 
compensation to the extent of 80% of the tonslructivc 
loss compensation that would have been due him had 
the agency been unjustly teiniinated. 

Tlie parlies may mutally consent to the amount of 
compensation due to the agent for unjust termination by 
the principal, and in the case of an uniesoived dispute as 
to such amount the issue will be determined by the 
courts. Any claim maintained by the agent must be filed 
with the couit witliin 2 years of the act giving use lo 
such claim. To guarantee full payment to the agent on a 
favorable determination of his claim by the couits, he 
may retain as a preferential creditoi all the principal’s 
merchandise he has on Jiancl. Furtheimoie, the Ministry 
of Economy, Industiy and Coniinerce may suspend the 
principal’s right to impoit goods into Nicaragua until he 
has compensated the agent in full or guaranteed such 
payment upon settlement by the courts. 

Just cause for a principal’s terminating or refusing 
to renew an agency agi cement is defined as (1) any 
crime set forlli in Nicaiaguan Penal Code committed by 
the agent against the properly oi intcicsts of the 
piincipal, (2) a continued leduction in the sale oi 
distribution of the principal’s products due _to the 
negligence of the agent, (3) any acts attnbulable to the 
agent which adversely affect the impoit, sale or distribu- 
tion of the piincipal’s pioduct, or (d) the bankiiiptcy of 
the agent. 

Panama— The agency conliaot is icgulated by the 
Civil and Commercial Codes. Termination of the agency 
contract and icincdies for unauthoiizcd termination aic 
governed by Executive Decree No. 344 of 1969, as 
amended on November 18, 1969, and the rules of 
piactice found in Deciee No. 9 of E'ebruary 7, 1970. 

The parties may freely stipulate then contract 
terms. However, piovisions foi the waivers of lights or 
mutual consent tcrmiiialions arc valid only when ap- 
proved by the Ministry of Commerce. 

If a principal can establish just cause, he may 
without liability terminate, modify or refuse to icnew 
his agency agreements. If the leiminalion ls unjustified 
the piincipal may be liable to compensate the agent the 
aveiage 1 yeaTs gross piofit.s for contracts of less than 5 
years’ duration, twice the average annual gross piofils 
for contracts of more than 5 but les.s than 10 years’ 
duration, three limes the aveiage annual gross profits for 
contracts of more than 10 years’ but less than 15 years’ 
duration, four limes Hie average annual gross profits for 
contracts of more than 15 yeans’ but Less than 20 years’ 
duration, five times the average annual gross piofils for 
contracts with moie than 20 years’ diualion. Such lelicf 
may include the principal’s purchase at cost of the 
agent’s unsaleable mci chaiidise. 

Once it is dctcimined that an agent was unjuslJy 
dismissed by his principal, he may not export goods lo 
Panama until the compensation lawfully due the agent is 
paid. Just cause for termination of the agreement by the 
principal is defined as the agent’s breach of contract, lus 
fraud or abuse of the principal’s tiust. Ins negligence or 
Ineptitude, the continued decline in sales oi distitbiUion 


attributable lo the agent, lus disclosure ol .secret 
uifoimalion, and any act by the agent haimlul to Elie 
lepresented fniii or products, 

Puerto Rico-Tlie Pueito Rican Civil and Com- 
meicial Codes govern tlie Law of agency. Law No. 75 of 
June 24, 1964, as amended by Law No, 105 of June 
1966, supplement Hie Codes on the regulation of the 
pnncipal-agent relationship. Parlie.s are fiee to agree on 
conditions and leims ol the lepjescnlation. Ilowevei, 
except for just cause, a paiLy may not unilaterally 
teiminatc the represeiUaUon, lefuse to renew an expired 
agency agicement, oi pcitorin any act detrimental lo the 
permanence of the established relationship. Terminalicm 
of agency agieeinent without just cause is considered a 
tortious act and makes the offending party liable to pay 
compensation lo the injured parly. Clauses waiving any 
o( the agent’s lights piovided by law are invalid. 

In the event of unjust teimination of the agency by 
the piincipal, the agent has 3 yeais from the elute ot 
actual lermiiiation, oi the occurrence of an act 
detrimenliil to the peimanence ot the repicsentation, lo 
lile a claim foi eoinpcnsation. Tlii.s compensation may 
include (1) the actual value of expenses inclined by the 
agent in setting up and lunmtig the biusiness, (2) the 
value of the agent’s inventories and .stock, (3) the loss of 
Hie agent’s piofits and (4) the value ol his goodwill. The 
agent may also claim an amount equal to his piofit 
cxpcuence foi Hie previous 5 years, or, if the agency 
existed for less than 5 yeais, five tunes the average 
annual profit. 

Just cause for the pTiiicipal’s tciinmation of the 
agreement is defined as (1) the agent’s iion-pciforinance 
of essential obligations under the contract or (2) any act 
or omission by the agent which substantially and 
adversely affects the piineipal’s interest in the promo- 
tion, marketing oi distribution of the meichaiuiise or 
scivice in question. 

Vene/.uela-The Civil and Cominercuil Codes govern 
the lights and duties of an agent opeiatiiig iii his own 
name for the account of his piincipal. When an agency 
agreement for a fixed tenn expires according to its 
terms, no notice is requuecl, llowever, a notice is 
required foi the termination of an agency agreement of 
indefinite teim. When the piincipal unjustly terniinalcs 
an agency, in which the agent has made a substantial 
investment, the piincipal is liable lo the agent for his 
losses 

The Laboi Law of November 3, 1947, as amended 
by Decjce No. 123 of June 1974, regulates the treat- 
ment of employees, This law m«iy entitle unjustly 
dischaigcd agents to the same benefits as dischaigetl 
employees. Furlherinore, Venevuclan Courts will not 
lecognixc the agent’s waiver of these employee lights, 
Under the labor Law, an employee may obtain compen- 
sation for wiongful or unjust dismissal fiom his job. This 
amounts to half a month’s cwrienl salary foi each year 
of employmeiU, plus seveiance pay of 15 days’ wages foi 
each year of employment (severance may not exceed 8 
months’ wages). 
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MIDDLE EAST AND MEDITERRANEAN 


Egypt — Decree No. 1906 of December 1974, effec- 
tive December 28, 1974, mipleinents Law 107 of July 
1961 and Law 93 of July 1974. This decree governs the 
appointment and activities of private sector corporations 
and individuals, not heretofore authorized by Egyptian 
laws, as agents or representatives of foreign firms. 

No special legislation has been enacted to protect 
the agent in case of contract termination. The principal- 
agent relationship is governed by the will of the parties 
expressed in their agreement so long as it does not 
conflict with the law. 

Only Egyptian legal entities or individuals born of 
Egyptian fathers, approved and registered with the 
Ministry of Trade, may represent foreign principals. 
Corporate representatives must be chartered in Egypt 
and have a majority of Egyptian stockholders and 
management. Total Egyptian executive and managerial 
participation is required for partnerships. Furthermoie, 
ail commercial representatives must have been perma- 
nent residents of Egypt for at least 5 years and have a 
permanent place of business there. Foreign principals 
must contract directly with their Egyptian represen- 
tatives, The agency agreement must clearly define the 
scope of the agency, establish the agent’s responsibility 
and obligations and set forth the agent’s commission or 
remuneration. Foreign principals represented by agents 
in the public sector may not appoint private agents until 
after the expuation of the public sector agent’s agree- 
ment. 

Foreign principals may provide scientific, technical 
or consulting services when duly registeied and au- 
thorized by the Ministry of Trade, only whUe engaged in 
trade activities and operating a commeicial agency m 
Egypt. The agent’s authorization to practice the pro- 
fession may be cancelled for violations of the country’s 
laws, practices, or willful submission of false infor- 
mation. 

Iraq— Principal-agent relation governed by Civil Law 
(Law No. 40 of 1951), and Commercial Code(LawNo. 
'0 of 1943). Rights granted by the law to the parties 
lay not be waived. Agency agreements may be termi- 
ated by any party, at any time, with notice. If third 
arty rights are involved, a principal may not leiminate 
in agency unless consent is obtained from the third 
party. 

Premature termination of an agency, or termination 
without just cause, makes the terminating paity liable 
for compensation. Compensation is based on an estimate 
of actual damages resulting from the cancellation. 
Assessment of damages does not include loss of piofits. 

An agent or his heirs are also entitled to compensa- 
tion in the event of termination of the agency by death, 
bankruptcy, or prohibition to engage in commerce, of 
either the principal or the agent. The compensation shall 
be in proportion to the remuneration tliat would have 
accrued until the completion of the agreement. 

Israel— The principal-agent relationship is goveined 
by the Agencies Act of 1965, supplemented by the 
non-abrogated provisions of the Ottoman Civil Code. 


The parties aie free to stipulate to the terms of the 
agreement which shall govern the agency relationship. 
Termination or cancellation of an agency agieement and 
liability foi damages resulting Iheiefrom aie to be 
determined according to common law piinciples. Foi 
example, agencies may be terminated by the will of 
either party, by the terms of the agency agreement, by 
death or incapacity of any of the paities, or by 
termination of the business Although the foimal publi- 
cation of the termination of the agency is not requiied 
by law. It is advisable to place a timely notification in a 
local newspaper to prevent possible liability to liiiid 
parties. 

Jordan-The “Commeicial Agents and Inter- 
mediaries Law, 1974” which came into effect May I, 
1974, regulates commeicial agents and mteimedianes, 
while previous Law No. 29, 1 968, lemains in effect only 
insofai as it is not in conflict with the 1974 law, 
Although the principal-agent lelationship is governed by 
the mutual will of the parties expiessed by their 
agieement, only Joulanian law applies to the agency 
contiact (choice of law clauses are void) and the 
Jordanian Courts have exclusive jimsdiclion to inteipict 
it. Only natuial oi legal poisons of Jordanian nationality 
may repiesenl foreign piincipals and coipoiale repie- 
sentatives must be cliaitered in Joidan and have a 
majority of Jordanian stockholdeis. Fuitheimore, all 
commercial lepresentatives must be permanent lesidents 
of Joidan and have a peimanent place of business in the 
Kmgdom of Jordan. The foieign piincipal must contract 
directly with the Joulanian agent oi mtermediaiy 

Except when the authonties levoke the agency, tlie 
piincipal is liable to his agent foi damages, if he 
terminates the commeicial agency agieement (1) with- 
out just cause (2) at a time othei than its natuial 
expiration date. Such damages may include the pio- 
jected profits the agent would have earned if tlie 
contract had expued accoiding to its own terms. When 
the national law oi the contract tenns aie silent or 
ambiguous on the issue of termination oi damages 
therefor, the pailies may apply local law oi custom, 

Kuwait— No special piotective legislation has been 
enacted, Piincipal-agent lelationship is governed by 
Commercial Law No. 2 of 1961, supplemented by 
Oidinancc 36 of 1964. Either party may terminate an 
agency agieement at any time provided notice is given to 
the other paity. Compensation may be due if the 
agreement is prematuiely terminated oi teiminatcd 
without just cause. 

If the agreement is silent as to compensation, oi tlie 
parties cannot agree on amount, the injured party may 
sue m the couils for damages. 

Lebanon-Principal-agent lelations goveined by 
Code of Obligations and Contracts, Commeicial Code, 
and Legislative Decree No. 34 of August 5, 1967. 

The Code of Obligations and Contracts provides 
general lules applicable to all types of contiacts. This 
includes agency agieements. Premature termination of a 
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contract, oi termination without just cause, makes the 
terminating paity liable toi compensation. 

The Commercial Code applies to all agents and 
employees. Distributois arc excluded from its provisions 
if they ate doing business for their own account, 
lepiesenling seveial turns, and having their own enter- 
prises. Agents and employees are entitled to compensa- 
tion il the agency is teimmated without notice and 
without just cause. Tlie right to claim compensation 
depends on whether such agency was then only occupa- 
tion, 

The Legislative Decree of August 5, 1967, supple- 
ments tile foregoing laws by including within its pro- 
visions all agents and distiibutors not bound by an 
employment contiact. Accoiding to this decree waivers 
o( any lights aie not lecognized; agents or distiibutors 
aie entitled to claim compensation from the principal in 
any or all of the following situations premature 
teimination of the agency, termination of tlie agency 
without just cause, or lefusal by the piincipal without 
just cause to renew an expired agency agreement. 

Tlie compensation claim may include actual dam- 
ages suffcied, loss of piofits, and compensation foi 
efforts in successful pioniotion of the agency. 

Libya-No special protective legj.slation enacted. 
Piincipal-agent lelationship is governed by provisions of 
tile Comineiclal (lode. Definite term agreements teimi- 
nale on the expiiation of the agiocment. Indefinite term 
agieements may be teimmated for just cause and with 
notice to the agent, 

An agent is entitled to claim compensation against a 
piincipal in the following situations: piemutiue leimina- 
lion of a definite teim agreement, without just cause; 
and teimination of an indefinite teini agiecmcnt without 
just cause and without notice. 

The compensation may amount to 1 month’s 
commission. 

Morocco-Piincipal-agent lelationship governed by 
Daliii of May 21, 1943. This law applies when the agent 
is not a com mei curl enterprise. 

Code of Obligations and Contracts of August 12, 
1913, as amended, applies to commeicial lepiesentation 
ciUeipnses. These aie excluded from tiie scope of the 
Daliii of May 21, 1943. 

Undei the Code, a piincipal may, at any lime, 
terminate an agiecmcnt. Ilowevei, if the teimination is 
pieinatuie or unjust, the agent may sue for compensa- 
tion. 

The Dahii of May 21, 1943, considers tlie principal- 
agent 1 elation as a contract foi the “rendition of 
seivices.” Theicfoie the agent is ticated as an employee 
of the principal. 

This law docs not recognize waiver of lights gianted 
to tlie agent. 

The agi cement will not be affected by any changes 
undergone by the ptincipal-employei. A new principal 
will be bound by the leims of the agi cement. 

Teimination of the business, except in cases of 
“force majeuie,” is no excuse for failuie to observe the 
notice requirement. 

A definite teim terminates at date of expiration. 


Even so, a principal may be lield liable foi refusing 
without just cause to lenew an expired definite term 
agreement. 

An indetimte teim agreement may be terimnated 
for just cause and with service of notice of termination. 
The notice term varies in relation to the duiation ot the 
agency. Service of notice is only excused in cases of 
“foice majeure.” 

Accordingly, an agent may claim the following 
compensation. 

Definite teini agieements. For premature termina- 
tion and failure to renew without just cause. 

a) Any benefits that would have been earned 
before termination of the agreement. 

b) An indemnity for termination of the agree- 
ment, unless terminated for just cause. 

Indefinite term agreements. Foi failure to serve 
notice of termination, and/or termination without just 
cause. 

a) Any benefits tliat would have been earned 
during the notice term. 

b) An idemnily estabhslied on the basis of nature 
of the sei-vice, duiation of the service, and 
damages suffered. 

If an indefinite oi definite term agrecnienl is 
terminated by death, accident, oi disease, lesulting m 
complete and permanent incapacity of the agent, he, lijs 
representative or heirs, aie entitled to compensation 
established on the basis of goodwill developed. 

Syria-No special protective legislation has been 
enacted. The piincipakigent relation is governed by the 
Commercial Law of September 1949. 

The parties are fiee to agree on the terms of their 
agency contract, including cancellation provisions. In the 
absence of provisions in the agreement commercial law 
and customs apply. 

Definite term agieements teiminate on tlie date of 
expiration of the agieemcnt. Premature termination of a 
definite term agreement may result in damage liability. 

The laws require service of notice of termination 
The notice term varies in lelution to (he type and 
duration of the agency. A two-month term is granted to 
the principal to appomt a new agent, undei penally of 
being kept fiom doing fiuther business. 

Turkey-No specific protective legislation lias been 
enacted. Piincipal-agent relation governed by Connner- 
cial Code. 

Three montlis’ notice is lequired to terminate 
mdefinite term agreements; to prematurely terminate for 
just cause a definite term agreement an identical notice 
teim IS required. 

Failure to serve notice, or absence of just cause may 
make a party liable to pay compensation. 

An agent is also entitled to claim compensation, if 
the piincipal dies, is declared bankiupt, or legally 
foibidden from engaging in commeice. Additionally, 
death or incapacity of the agent, may entitle his legal 
representative oi heirs to claim compensation. 

The compensation is based on estimated earnings 
that would have accrued until pending business had been 
completed. 


II 



FAR EAST 


India— The principal-agent relationship is governed 
by Cliapter X (Sections 182-238) of the India Contract 
Act, It the agency is for a fixed period, the party 
prematurely revoking or terminating without just cause 
IS hable to the other party for compensation. The 
principal may terminate an agreement prematurely and 
without liability, if the agent is guilty of misconduct m 
the due discharge of his duties. However, service of 
reasonable notice of termination is required. The law 
does not define the extent of leasonable, and each case 
IS decided according to the particular circumstances. 
Indefinite term agreements may be terminated by the 
principal at any time. Service of reasonable notice is 
advisable. 

Agency agreements terminate automatically by (1) 
expiration of the contract term, (2) death or incapacity 
of the agent, (3) death or incapacity of the principal, (4) 
completion of the business or (5) impossibility of 
execution by reason of law or destruction of the subject 
matter. 

Japan— Principal-agent relation is governed by the 
Civil and Commercial Codes. Parties aie fiee to agree on 


the terms and conditions of their agreement. This 
mcludes provisions foi termination of the agency. 

Under the law a two-month notice of termination 
must be given to the othei paity to terminate an 
indefinite term agreement. Howevei, the parties may 
piovide for longer notice periods. Definite tei m agree- 
ments terminate on the expiration of the agieemcnt but 
may be prematuiely terminated foi just cause. 

Korea~No special piotective legislation enacted 
Pnncipal-agent lelation is goveined by the Civil Code 
and the Commercial Code enacted as Law No. 1000 of 
January 20, 1962. The paities aie fiee to agiee on the 
terms ol their agieement. This includes piovisions loi 
terminating the agency, In the absence of agieement by 
the paities, an indefinite term agency may be leimiiiateci 
by giving two-month notice. A definite teim agieement 
leiminateson the expiration ol the agreement. 

Undei the law, a definite, or an indetimte, tcim 
agreement may also be terminated at any lime fot just 
cause. The law is not cleai whether notice of tcinnnation 
is required in these cases. 
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CARNETS SIMPLIFY CARRYING OF COMMERCIAL SAMPLES 

By BRANT W. FREE 
Fore^n Business Practices Division 


Carrying commeicial samples and professional 
equipment to foreign markets has become much easier 
foi U.S. businessmen now tlial the United States has 
joined the international customs carnet system. The 
carnet system is designed to permit duty-tiee entry ot 
certain goods temporal ily impoited into another coun- 
try. 

U.S. businessmen can purchase ahead of time in the 
United States a carnet whicii can be used to pass 
samples, piofessional equipment and certain other arti- 
cles through Customs at the holders of several counliics 
dming a single trip. By using the cainet, the commercial 
traveler reduces the expense and time consuming incon- 
venience of posting bonds oi cash deposits at each 
bordei for the goods accompanying him or those sent 
unaccompanied. 

Carnets are intci national customs documents winch 
serve as guarantees against the payment of customs 
duties which may become due on goods tempoiarily 
impoited and not reexported. Besides customs duties the 
guarantee extends to all othci duties and taxes payable 
on or in connection with temporary importation, in- 
cluding internal taxes and excise duties chargeable on 
imported goods. Not covered aie fees and chaiges which 
are limited in amount to the approximate cost of 
services lendered and do not lepiesent an indiicct 
protection to domestic products oi a taxation of imports 
for fiscal purposes. 

The carnet itself is composed of a series of vouchers 
which list the goods to be coveied and the countries to 
be visited. When leaving the United States, the carnet is 
presented to a customs officer who certifies that the list 
is complete and coirect. One of the voucheis is removed 
and retained by the U.S. Customs Service until the 
goods are reimported. Fiom then on, a vouchei is 
detached each time the cainct holdei enters or leaves a 
countiy until the goods are returned to the United 
States. If the cainet-coveied goods arc sold or otherwise 
disposed of overseas, the carnet holder is responsible for 
paying the applicable import duties and taxes, and must 
certify to that effect for U.S. Customs. 

This facility has been made available to Americans 
by U.S. adherence on Dec. 3, 1968, to five intcireJated 
international customs conventions. They are the Cus- 
toms conventions on: the 12CS Carnets for Commercial 
Samples, the ATA Carnet for the Temporary Admission 
of Goods; the Temporary Importation of Professional 
Equipment; the International Transport of Goods under 


Covei of TIR Camels, and, the Customs convention on 
Containers. These conventions, together with the eaiher 
International Convention to Facilitate the Importation 
of Commeicial Samples and Advertising Materials, estab- 
lish temporary importation privileges for specified 
goods, and provide for the use of carnets to facilitate 
.such importations. 

The ECS carnet convention makes available to 
Anieiican businessmen carnets guaranteeing payment of 
customs duties which would be due on commercial 
samples (including advertising films up to 16 mm.) 
tempoiaijJy imported into member countries. Each 
carnet is valid for a period not to exceed 1 yeai. The 
items tempoiaiily imported must be leexpoited within 
the period of validity of the cainet, and may not be 
leased or sold while in the teiritory of impoitation, 

What Is a Sample? 

Samples are defined in the convention as articles 
which aie imported solely for the purpo.se of being 
demonstiated in the territory of importation for the 
soliciting of orders for merchandise to be supplied from 
abioad. This broad definition means that a sample might 
be an item small enough to fit inside a briefcase or an 
unaccompanied piece of heavy machinery or equipment. 
The convention expressly excludes from coverage “iden- 
tical articles brought in by the same individual, or sent 
to a single consignee, in such quantity that, taken as a 
whole, they no longer constitute samples under ordinary 
commercial usage.” Also excluded aie unmounted gems, 
as well as one-of-a-kind mounted gems or pieces of 
jewehy; handmade one-of-a-kind ai tides, such as car- 
pets, certain pieces of fmniture, paintings, and sculpture. 

The ATA carnet convention provides for recogni- 
tion of carnets for the importation of any goods, 
temporarily admitted free under other international 
temporary importation conventions to which a con- 
tracting goveininent is a party oi under Lcmporaiy 
admission piocedures of national laws and regulations. 
Because of its more comprehensive coverage, the use of 
the ATA carnet is superseding that of the ECS carnet. In 
fact, the American carnet-issuing organization, the U.S. 
Council of the International Chamber of Commerce 
issues only ATA carnets. Since some countries, however 
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aie a party to one convention and not the other, the 
United States has acceded to both to assuie that U.S. 
exporters have the broadest range ot tacilities available 
to them. 


What the letters mean 

The letter designations for the different types of 
carnet stand for 

ATA— the combined French and English words 
Admission Temporaire/Temporary Admission, 

ECS— the combined French and English words 
Echantillons Commerciaux/Commerciat Samples, 

TIR— Transport International Routier (international 
road transport). 


The customs convention on professional equipment 
permits Americans to take cinematographic equipment, 
equipment for the press, for radio and television 
broadcasting and oilier tools of trade (such as medical 
instruments and measuring and cahbrating equipment) 
into member countries for periods up to 6 months 
without payment of import duties. The ATA cainet is 
used as a guarantee for customs duties to which such 
temporarily- entered equipment might be liable if not 
reexported as specified. 

The TIR convention makes TIR carnets available to 
American exporters so that their shipments under the 
convention en route to an interior destination shall not 
be subjected to the payment or deposit of unport or 
export duties and taxes at customs offices en route. As a 
general rule, such shipments would not be subject to 
Customs inspection until arrival at the final destination. 
The Equipment Intercliange Association (EIA) has been 
designated by the U.S. Customs Service as the official 
U.S. TIR carnet issuing and guaranteeing association. 
Inquiries concerning the TIR carnet should be addiessed 
to the EIA, at 1616 P Street, N.W., Washington, D.C. 
20036. 

The customs convention on containers allows tem- 
porary duty free entry for up to 3 months of American 
containers now widely used tor shipments m inter- 
national trade This facility is applicable to reusable 
containers, either loaded or empty, having an internal 
volume of 1 cubic meter or more, such as lift-vans, 
movable tanks, or other similar structures. Tliis conven- 
tion relates only to the customs treatment of the 
containei, not its contents, and does not employ the 
carnet facility. 

Carnets for commercial samples and professional 
equipment can be used in countries which have signed 
the related conventions and designated local carnet- 
issuing and guaranteeing associations. These countiies, 
which include most major U.S. trading partners except 
the Latin American states, are: Australia, Austria, 
Belgium/Luxembourg,, Bulgaiia (for professional equip- 
ment only), Canada, Czechoslovakia, Denmark, Finland, 
France (including Guadeloupe, Guyane, Martinique, 


Reunion), Germany (Fedeial Republic of), Hungaiy, 
Iceland, Ireland, Isuiei, Italy. Ivory Coast, Japan, Nether- 
lands, Norway, Poland, Portugal, Romania, Spam, Swe- 
den, Switzeiland, United Kingdom (including Gibraltei), 
ami Yugo.slavia. 

The local cainet associations aie ineinbeis of the 
International Buieau of Chambers of Commeice camel 
chain, and have two piimaiy functions, to issue cainets 
to then residents, and to guaiantee the payment ot 
duties to local customs authoiities .should goods im- 
ported under cover of a loteign-issued carnet not be 
reexported. 

The U.S. Council of the International Chamber of 
Commerce, 1212 Avenue of the Americas, New Yoik, 
N Y. 10036, has been designated by the U.S. Bureau of 
Customs as the United States’ issuing and guaianteeing 
organization. 

Where To Apply 

American firms or theii designated lepiescnlatives 
should apply for cainets to the U.S. Council at its New 
York address. U.S. Depaitment of Commerce Dislucl 
Offices presently have descriptive liteiature and appli- 
cation foims available for distribution to those in- 
terested in securing a cainet. 

A fee is charged for the cainet to covei seivices 
rendered by the U.S. Council. This fee is based on the 
value of the goods coveied and luns fiom a minimum of 
S 60 to a maximum of $ 150. 

Completed applications, with fee, should be accom- 
panied by a bank lettei of cicdit (or a cash deposit, bank 
guarantee oi a similai secuuty) m favoi of the U.S. 
Council, to remain in foice for 30 months fiom the dale 
of issuance ot the carnet. The amount of the guarantee 
will be 40% of tlie value of the goods coveied by the 
cainet. This is required in ordei that the Council may 
have recourse should duties not be paid on goods 
expoited under a cainet and sold oveiseas. TJie seciuity 
is leleased when the used carnet is returned to the 
Council indicating that all foieign customs lequirements 
have been met. The Council is willing to considei 
flexible guaranteeing arrangements imdei which a single 
instrument would covei moie than one cainet. 

In all cases, it is up to the U.S. Council to determine 
whether a cainet will be issued foi a particulai item, 
since the types of goods which aie allowed cainel- 
coveied, tempoiary entry under national laws and 
regulations differ from country to countiy. Also it 
should be lemembeied that camels in no way substitute 
for the usual U.S. export control piocedures required 
under the Expoit Aciministiation Act of 1969. 

The carnet system has vvoiked successfully in 
Europe for a numbei of yeais and inoie than 100,000 
are issued annually worldwide. U.S. businessmen have 
found the cainet particularly useful when displaying 
their goods at overseas exhibits and sending theii 
technicians with tools of tiadc to repair equipment 
installed abroad. 
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ENFORCEMENT OF FOREIGN ARBITRAL AWARDS UNDER 
THE U.N. CONVENTION 

ByOVmiOM CIBERGA 
Foreign Business Practices Division 


Changes in the Fecleial Arbitration Act adapt it to 
the needs of international tiadeis, many of whom piefer 
to settle disputes by aibitration. Theii piactice is to 
insert an arbitration clause m tiade contiacts, using one 
of the standard clauses of the American Aibitration 
Association or similar oiganizations. 

Unless settled voluntaiily, tiade differences may 
have to be decided ultimately through court action. As a 
rule this means an expensive and time-consuming opera- 
tion, paiticulaily if litigation takes place in a foreign 
country. Inconveniences and hazards multiply. Language 
bainois, distance between the litigants, need to depend 
on foreign legal counsel, and lelative unfamiliarity with 
foreign laws, are some of the factois which contribute to 
the deiay, expense, and uncertainty usually incident to 
foreign lawsuits. 

To avoid these inconveniences businessmen all ovei 


the world tend to resort whenever possible to voluntary 
commercial arbitration for the settlement of their 
disputes. Aibitration affords, in the usual case, a less 
expensive, private, and fastei procedure. It assiaes the 
paities of a hearing and a decision by experts in the 
tiade involved. 

These experts, who are appointed by the parties or 
by an organization designated by the parties, impartially 
hear and examine the case and weigh and appraise the 
evidence. They Iiinit their inquiry to the matters and 
issues agreed to in the arbitration agreement, and decide 
the dispute m accordance with universal mercantile 
standards and established business practices. This system 
IS designed to provide the parties with a prompt, 
inexpensive, private and impartial settlement of their 
dispute under principles known and understood by the 
litigants. 


Explanation of 1970 Amendments to the U.S. Arbitration Act 

On July 31, 1970, the President signed legislation (Public Law 91-368) amending the basic Federal 
arbitration law, the United States Arbitration Act (9 U.S.C. 1 et seq.), so as to increase the enforceability of 
certain arbitration agreements and awards. The amendments are in the form of a new chapter (Chapter 2) to the 
Arbitration Act and pertain exclusively to agreements and awards made pursuant to the United Nations 
Convention on the Recognition and Enforcement of Foreign Arbitral Awards. The Convention, which the U.S. 
has acceded to and which entered into force for the U.S. on February 1, 1971, is an agreement between member 
countries (now numbering 45) that they will recognize and enforce commercial arbitration agreements and 
awards as required by the Convention. 

While the United States Aibitration Act prior to amendment by Public Law 91-368 was only applicable to 
narrowly defined types of arbitration agreements and awards, the Convention applies to virtually ail commercial 
arbitrations involving nationals or companies of member countries. Consequently, the new chapter has 
considerably broadened the Act's coverage. The most important changes embodied in Chapter 2 are: 

1. Disputes arising out of an arbitration agreement subject to the Convention will now fall within the 
original jurisdiction of the Federal District Courts regardless of the amount in controversy. Such disputes brought 
before a Stale court may be removed to the appropriate Federal District Court. 

2. The Federal District Courts are authorized to direct that arbitration be held at the place provided for in 
the arbitration agreement even if that place is outside the United States. The Court may also appoint arbitrators 
in accordance with the provisions of the agreement. 

3. Arbitral awards made pursuant to the Convention may be presented to a Federal District Court for 
confirmation for up to throe years following the date they were rendered. 

See Annex A, page 2 1 , for the text of the United States Arbitration Act, 
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However, obtaining recognition and enforcement in 
countries foreign to that of issuance of the arbitration 
award has often been a matter of uncertainty. This 
difficulty IS what the 1958 U.N Convention on Recogni- 
tion and Enforcement of Foreign Arbitral Awards is 
designed to overcome. In the absence of agreement by 
treaty, domestic legislation usually does not provide 
specifically for recognition and enlorcement of foreign 
arbitral awards. The winning party, to enforce a foreign 
award, liad to initiate a judicial proceeding in such 
countries. 

The convention sets up uniform provisions under 
which the contracting states shall recognize and enforce 
under their rules of procedure, in then respective 
jurisdictions, arbitral awards that have been issued in 
other member countries 

The convention also specifies the grounds on which 
recognition and enforcement may be refused The term 
arbitral awards refers to awards made by arbitrators 
deciding differences between legally competent parties, 
and includes awards made by arbitrators appointed for 
individual cases and those made by permanent arbitral 
bodies to which the parties have submitted, such as the 
arbitral tribunal of a chamber of commerce 

Under the convention each contracting state has 
agreed to recognize agreements in writing whereby the 
parties undertake to submit to arbitration differences 
that have arisen or which may arise between them m 
respect of a defined legal relationship, whether contrac- 
tual or not, concerning a subject matter capable of 
settlement by arbitration. The term “in writing” in- 
cludes an arbitral clause in a contract or an arbitration 
agreement, signed by the parties or contained in an 
exchange of letters or telegrams. 

Accordingly, a court of a contracting state will 
retrain from taking jurisdiction of a matter which the 
parties have agreed to submit to arbitration. As a rule 
under the convention each contracting state shall recog- 
nize as binding and enforce the above mentioned arbitral 
awards in its jurisdiction, once the petitioner has 
complied with several formal requirements. However, 
recognition and enforcement are not automatically 
extended to all agreements and foreign arbitral awards. 
There are circumstances under wluch member states may 
deny recognition and enforcement of agreements or 
awards. 

Under the convention each contracting state may 
limit its application of the convention. Some countries 
enforce awards only in matters considered commercial 
under their laws; these countries are separately identified 
ill the accompanying list of ratifying states. 

Other grounds on which recognition and enforce- 
ment may be refused are: incapacity of the parties or 
invabdity of the arbitration agreement under the jaw 
governing them, the party against whom the award is 
invoked was not given proper notice of the appointment 
of the arbitrator or of the arbitration proceedings or was 
unable to present his case; the award falls outside the 
terms of the agreement to submit to arbitration, or the 
award has not yet become bmding on the parties or has 
been set aside. The contracting states may also deny 
recognition and enforcement when the subject matter of 


the award is not arbitrable unclci its laws, oi recognition 
or enforcement of the award would be against public 
policy. 

In lelation to othei international tieaties and 
conventions enleied by contracting states, the 1958 
United Nations Convention provides that the Geneva 
Protocol on Arbitration Clauses of 1923, and the Geneva 
Convention for the Execution of Foieign Arbitral 
Awards of 1927, shall cease to have effect between the 
member stales. The United States does not belong to the 
above mentioned Geneva Conventions but has Fiieiid- 
ship, Commerce, and Navigation Tieaties, that include 
arbitration piovjsioiis, with the following countries' 
Japan, Koiea, Republic of China, lian, Israel, Haiti, 
Colombia, Ireland, Gieece, Portugal, Fecicial Republic of 
Germany, Denmark and the Netheilands. 

The convention was not intended to, and conse- 
quently does not piovide a text of substantive and 
procedure rules of arbitration to be applied by the 
contracting states when deciding domestic arbitration 
cases. In fact, each slate decides arbitration under its 
own law.s. Rather, the convention’s aim is to provide 
rules to govern the recognition and enforcement of 
foreign arbitral awards and agi cements. 

The convention applies only to voluiitaiy arbitra- 
tion, as distinguished from compulsory arbitiation. 
Under voluntary arbitration the paities, of their own 
free will agree to submit tlieir contioveisies over a 
commercial transaction, to the judgment of an impartial 
third parly or arbitrator. In this type of aibilration the 
parties are free to a great degiee to stipulate matters and 
issues to be settled, pioceduies and lulcs to be followed, 
and the choice of law to be applied. 

The 1958 Convention enjoys a number of advan- 
tages over Its predecessors. A piincipal benefit is the 
reduced and simplified requirements foi lecognition and 
enforcement of awatds. The convention clearly stipu- 
lates the affiimatiye actions that must be taken by a 
party seeking enforcement of a foreign arbitial awaid. 
The required actions arc reduced to a minimum. In 
effect, by requiring only the establishment of a prima 
facie case, the burden of establishing a satisfactory 
defense is placed on the party against whom recognition 
and enforcement is invoked. Also, tiie convention 
provides for improved freedom of the parties in choosing 
the arbitral authority as well as the aibitration proce- 
dure. 

The United Nations Convention on the Recognition 
and Enforcement of Foreign Arbitral Awards was 
ratified by 45 countries as of Septembci 1974. 

The following countries ratified without conditions: 
Austria, Cambodia, Ceylon, Dahomey, Egypt, Finland, 
Ghana, Greece, Israel, Italy, Mexico, Niger, Sweden, 
Syrian Arab Republic, United Republic of Tanzania, 
Thailand, and Yugoslavia. 

The following ratified with a declaiation of reci- 
procity: Australia, Botswana, Byelorussian S.S.R., Bul- 
garia Central African Republic, Cuba, Czechoslovakia. 
Ecuador, Denmark, Federal Republic of Geimany, Ger- 
man Democratic Republic, France, Hungary, India, 
Japan Madagascar, Morocco, Netherlands, Nigeiia, Nor- 
way, Philippines, Poland, Romania, Switzerland, Trini- 
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dad and Tobago, Tunisia, Ukrainian S.S.R , Union of 
Soviet Socialist Republics, United States of Ameiica, 
and Upper Volta. 

The following latified it with a declaration limiting 
paiticipation to arbitiation of disputes arising out ot 
legal relationships on coinmeicial matters. Botswana, 
Central African Republic, Ecuador, Fiance, Hungary, 
India, Republic ol Korea, Madagascar, Nigeria, Philip- 
pines. Poland, Romania, Trinidad and Tobago, Tumsia, 
and the United Slates of Aineiica. 

Norway latified with the following reservation: “We 
will not apply the convention to diffeiences where the 
subject matter of the proceedings is immovable property 
situated in Norway, oi a light in or to sucli pioperty.” 

The Office of International Finance and Investment 
has prepared summaries of the commeicial arbitration 
laws of 21 countries. These summaries cover the 
highlights and indicate the salient features of the 
aibitration picture in each country. They are believed to 
reflect the situation at the time of writing. However, it 
should be borne in mind that commercial laws are 
constantly changing and that countries fiom time to 
time enact new laws to conform to local needs. 

These summaries do not include all 45 contracting 
slates, noi the slates which have not yet joined the U.N. 
Convention, such as the United Kingdom, Canada, 
Belgium, and others. However, some of the excluded 
countries have highly developed arbitration laws and 
excellent institutional facilities for arbitration. 

Anstria-Aibitialion is governed by the Code of 
Civil Proceduie, 1895, as amended. Arbitration agree- 
ments must be in writing. With few exceptions arbitra- 
tion may be agreed to foi settlement of any type of 
dispute. Parties usually appoint one arbitrator each and 
tliey appoint a third. If parties cannot agree, arbitralois 
may be couit-appointed. 

Awaid must be in wilting and delivered to parlies. 
Arbitralois decide within the framework of the agree- 
ment in accordance with theii own free judgment. 
Awaid.s aie enforceable by tlie couits. They arc usually 
subject to court challenge only if the arbitration 
agreement expiessly provides foi appeal. The award may 
be set aside on various giounds stipulated m the Code. 
Arbilial awards arc not usually made public. 

Aibitial tiibunals foi deciding commercial disputes 
arc operated by the Chambois of Commerce in the nine 
Landers of the Austrian Federation, the Produce Ex- 
change, the Commercial Exchange and the Stock Ex- 
change. 

Ceylon-Aibitialion is governed by the Code of 
Civil Pioceduie (Cap 86, Sections 676-698), the Arbitra- 
tion Oidinance (Cap 83), Legislative Enactments of 
Ceylon, and Oidinace for the Enforcement of Judgments, 
No, 41 of 1921, suppoiting the Aibitration Rules of the 
Ceylon Chambei of Commeice. Written agreements to 
arbitrate existing oi future disputes are recognized as 
valid. Parties may appoint aibitialors and mutually agree 
on the pioceduial lules whicli would govern thearbilia- 
tion piocecdings. Arbitrator’s fees and costs of proce- 
duie paid by losing party. Awaids must be in writing and 
the -parties notified. Voluntary arbitration awards aie 


final and binding on the parties and persons claiming 
under them. The arbitrators or any of the parties may 
apply to the competent court for filing and confirmation 
of the award. Losing party may apply to the court for 
the setting aside or annulment of the award. 

Czechoslovakia-Arbitration proceedings in inter- 
national commercial relations governed by Statute No. 
98/1963. Other statutes and the Code of Civil Pioceclure 
regulate domestic arbitration inalteis. The arbitration 
agreement must be in writing, but not in any particular 
form, and may concern a dispute which already exi.sts oi 
refei to futuie disputes arising from the contractual 
relationship. If a valid agreement exists courts will not 
adjudicate mattera submitted to aibitration. Awards 
must be in writing. They acquire the status of Judgments 
when served on the other paity and an order of 
execution may be obtained on application to the court. 

The Court of Aibitration of the Czechoslovakian 
Chambei of Commerce decides all commercial arbitia- 
tion controversies. This court works in cooperation with 
the Chamber of Commerce in Prague. Apart from this 
Court there is no other arbitral tribunal. 

Ecuador— International commercial arbitration is 
governed by Decree 735 of Oct, 28, 1963, entitled 
"Commercial Arbitiation Law.” This law expressly 
recognizes the validity of agreements to submit existing 
or future commercial disputes to aibitration. Arbitrators 
aie chosen and appointed by parties from rosters 
prepared by the Boaid of Directors of the Chamber of 
Commerce. If the paities fail to appoint arbitrators they 
may be nominated by the court which will be in charge 
of execution of the award. The award must be in writing 
and is enforceable from time of notification. Unless 
differently agreed, the parties pay their share of the 
arbitration procedure. No appeal may be filed against an 
arbitral award. However, explanations, elaboration, or 
correction of awards may be petitioned prior to tire 
award becoming final (3 days). 

Finland— Aibitration governed by Code of Arbitral 
Procedure, February 4, 1928. Execution of arbitral 
awards governed by Debtor’s Act of 1895, as amended, 
Law No. 262 of Jan. 5, 1962 applies to enforcement of 
foreign arbitral awards. 

Arbitration agreement must be in wiitmg. Agree- 
ments concerning current disputes and future aibitration 
clauses recognized. Parties are fiee to stipulate agree- 
ment, proceduie, governing law, arbitral court, and 
appointment of aibitiatois. If a valid agreement to 
aibitrate exists, courts will not adjudicate issues sub- 
mitted to aibitiation. 

Awards must be in writing, served on parlies, and 
filed in court. Arbitrators are fiee to decide case based 
on justice and fairness with observance of public policy. 
Reasons for the award are usually stated. If enforcement 
of award is sought and it is upheld, execution is similar 
to that of a judgment. The losing party may be ordered 
to pay the costs of obtaining the ordei of execution. 
Foreign awards can be executed in Finland if they 
conform to the statutory requuenients of Finland; the 
party opposhig execution is entitled to an opportunity 
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to present views. Commercial disputes axe arbitrated by 
the Arbitration Board of the Central Chamber of 
Commerce, Helsinki, in addition to ad hoc tribunals 

France-Arbitration procedure is governed by the 
Code of Civil Procedure, as amended by Decree of Dec 
22, 1958, and by tlic Commercial Code. Both arbitral 
clauses and submissions are recognized, and have the 
effect of depriving the courts ol jurisdiction and 
requiring the parties to proceed to arbitration. Arbitra- 
tion IS excluded from legal situations reserved to the 
courts, and in the field of commercial law questions ot 
bankruptcy, questions concerning the ownership and 
validity of patents and trademarks, among others, aie 
not subject to arbitration. The law does not presciibe 
any set foini for arbitral clauses or submissions but it 
stipulates that they must be in writing. 

No specific number of arbitrators is requued by law, 
and parties usually leave their choice to the institution 
conducting the arbitration. Arbitrators are entitled to a 
fee usually payable before the proceeding begins. Arbi- 
trators must apply rule of law, unless agreement ap- 
points them as “amiables compositeurs”, in which case 
they may consider only public policy and equity 

Award must be m writing and state the reasons on 
which based, it must be filed in court for confumation 
for enforcement purposes. The court reviews the deci- 
sion to ascertain that the arbitrator has decided within 
the limits set forth by the contract ot arbitration. Once 
enforcement is ordered, the award opeiates in every 
respect as a judgment, 

International commercial matters may be arbitiated 
through the Court of Arbitration of the Internationa! 
Chamber of Commerce, 38 Cours Albert ler, Pans. There 
are also several regional arbitration institutions and 
commodity exchanges winch provide arbitral facilities 
for their members, e.g., coftee, cocoa, leather, cotton, 
shipping. 

Germany, Federal Republic-Arbitration is governed 
by the Code of Civil Procedure. Agreements are usually 
expressed in writing but verbal agieemenls are some- 
times recognized anU in some blanches of commerce it is 
the custom and practice to refei all disputes to aibitra- 
tion unless otherwise stipulated, Arbitral clauses and 
submissions have the same binding force and legal 
consequences. The arbitration agreement has the effect 
of excluding jurisdiction of Hie law courts and imposing 
the obligation to participate in arbitration proceedings. 
Arbitrators have a large degree of independence and are 
not bound by rules of proceduie noi ordinanly by rules 
of law. Awards must be filed with the competent court 
together with evidence of service on the other parly to 
be enlorceable. Courts will not inquire into the merits of 
contested awards but a judicial review is available and 
awards may be set aside for cause. 

Enforcement of a foreign award takes place in a 
manner identical to awards made in Germany unless 
grounds exist which make it incapable of being enfoiced 
m Germany, e.g. contrary to public policy, lack of 
iropcr hearing, etc. Awards are in wilting and notified 
0 the parties but are not usually published. Arbitration 
s widely practiced and there are aibilration tribunals in 


all Clianibeis ot Commerce winch setlle all kinds of 
commercial disputes. Dispute.s in iiiteinalional ti.ide arc 
also decided by tribunals in the various tiades (cotton, 
wool, coffee, etc.) upon submission of foieign party to 
German arbitiation. 

Greece-Code of Civil Pioceduie sets basic lules 
goveimng aibitiation, Otliei laws have been enacted 
cieating permanent aibitration institutions, such as the 
vaiious chambeis of comineice. These laws specify uiles 
of procedure, the types of disputes which may be 
handled, method of appointing arbitiatois, etc. An 
arbitiation agreement is not valid unless aibitialois have 
been appointed and aie named in the agieement. In 
arbitrations conducted by chambeis of commerce oi 
similai institutions, they appoint the aibitiatois. An 
agreement to refer a lutuie dispute to aibitialion is not 
binding. In disputes subject to comnieieial law, the 
claimant may insist on aibitration. Ilowevei, in piaclice 
most commercial litigation takes place in couit and 
aibiliation, both voluntary and compulsory, is geneially 
avoided. 

Hungary— Although llungaiian law lecogni/es agiee- 
menls between state entcipiises and foieign companies 
01 persons which piovide foi ad hoe aibitration, in 
piaclice such pioceedings aie usually conducted undci 
the rules of the Aibitiation Couil of the llungaiian 
Chamber of Commeice, Budapest Tlie lules permit each 
paity to choose one aibilraloi (who may be a foreignei) 
and a thud arbitiatoi is selected liom a list of legal and 
economic expcils maintained by the Chamber Parties 
may have a lepiesentative at the healings ami he may be 
a foieignei. The award must be in wilting, no special 
form required. Losing puity pays the costs, based on 
amount m dispute. Decisions of the Aibitiation Couit 
enfoiceable by the Cential Distiict Couit. 

India -The Aibitiation Act (Law X ol 1940) em- 
powers trade oigamzatioiis to adopt aibitiation lules, set 
up tribunals, conduct pioceedings and make awauis II 
applies equally to arbitral clauses and submissions of 
existing contioveisics. Agreements must be in writing. 
Althougli court action may be stayed wlierc the pailies 
have agreed to aibitiale, wide discretion is given to the 
couits in this regaid. The court may appoint aibitialois 
where the paities have been unable or unwilling to do so. 
The award must be in writing. The aibitralois oi any of 
the parties may apply to the competent com I for filing 
and confirmation of the awaid. Tiie losing paity may 
apply to the court foi the setting aside ot annulment of 
the award. 

Several tiade orgaiii/ations throughout India pro- 
vide facilities foi aibitialing conimcicial disputes. Some 
of these organizations have concluded agieemenls with 
the American Aibitiation Association, e.g., the Federa- 
tion of Indian Chambers of Commeice and Industiy in 
India, the Madras Chamber ot Commerce and the Bengal 
Chamber of Commerce, in Calcutta. 

Israel— Aibitration is governed by Aibitiation Ordi- 
nance which is patterned on English law. Agreement 
must be m writing. Both submissions of existing disputes 


18 



;i I' I'' It I a 1 c." Ji'Usos III coil t lads aie binding. Paities aie 

ti St 1 ]■> 11 lato leinis of their agieemeiUs, including 

i n t ‘’f aibUialois and Uic arbilial body, 

otifcircicii 111 .same mannci as couil judgments oi 

jjipaii C 'c^Jiiniuieial mbiliation mainly governed by 
H.-- ^ V, ivil Piocediwe Geneialiy any dispute 

n ii ( '‘‘W may be subinilted to aibilialion. 

itgioements iccognized, no substantial 
I inJ: t >‘>Ji l^olwcon dgieemeiUs coveiing existing dis- 
itjul covenng fuluie disputes. A valid 

atifC- 1 -* ^ liiis the oftod of excluding couit constdeia- 

tioii niciLttrr'S suhmiLled to aibilialion. Pailies aie liee 

to sti P loi uw ol llieii agieemcnt, including appoint- 

nic’iit ai’l"* it I'uLoi s, piocediiie and aibdral body. Right 

to ii ii ikI pieseiUaLion ol case pie,scived by law. 

Ai iiit I'i* * iii't; luit bound by piocednral or substantive 

rules Isiw, but must obscivc public iiolicy. No 

cll.stiP*'** imi I xLitxvccii tie facto (amiab)cs compositeurs) or 
Uc j m'*-’ aibiti iitois. 

/\ vvai'tls must be in writing, be williiii the leims of 
the j l"* i* I’iil i< > II agirccnieiit and slate the leasons undcr- 
lymt’ tleeision. luiiliiie to observe these and other 

letj 11 i Code aic giounds loi cancelling the 

Hwarrl. A eopy of the awiud must bo seivcd on the 
pui 1 ic’-s ii nil tii’ii'iiKil tieposiled m court. Awaid has same 
ofleot ‘*5^ .1 11 rlt^iucnt. No chaigc for depositing award. 

L joijiiires issuance by couil of execution 
iiie lU. Niinnnl costs aie chaiged. I’oieign uwaids 
onttii'cocl by tmlcr of the couil m same mannei as 
do inc'.sl i e. 

IVl list itiipoilanl aibilialion institutes aio: Japan 
Ch> 11 1 1 n*-'i i‘ in A /\ * Inti ation Association, 'I’okyo t’liamhci ol 
Co III III*-' J iiiiii Imlu.stiy Bldg. 13, 3-chomc. Maiu- 
noucli i , C’hly oila-kn, Tokyo; Nippon Shipping l•xcIla^ge, 
Osiikti C *1)11(111 Ai hilration Boaid, Rubber 'Piade As.socia* 
tin n iiV -f npa ii . 

'I'lio .Tiipiiii Coinmeicial Aibilialion Association was 
foiinotl in 1*.J50 under the auspices of the Japan 
C.'liii III l>t' I- oT C'cmimeicc and Industiy, a national fcdcia- 
Lion of' more Ilian 400 local chambeis ol liade gioups. U 
lia.s ii wcnkiiii^ agioonieiU with the Amciican Aibilralion 
A,ss< in Lion it iicl with aibitial institutions of many olhei 
c(>iinLrii.ts, 'i'lio Rules ol the Association piovidc that 
arbiii'ii to IN lire to be appointed eilhei from its panel oi 
dlroolly hy tlie parties. The Rules provide cithci foi an 
oial lieiLiitu^, ill which paitie.s may he lepicscnlcd by 
conn -sol, oi i’oi submission of written slalcnicnls and 
evKlciiiof witlioiit healing. Awards are icndeicd in 
wriLinjjj- witliiii 30 days aftei the close of the heaiing oi 
siil> III i.sMic Ml <>r wiittcn pioofs. Fees aie based on the 
ainoiiiii ol' tile claim, on a sliding scale. When the 
anioiiiiL is S I 0,000 or less, the Ice is !'/>% foi each paily. 

Inutile rliiiicls Aibilralion is governed by the Code of 
Chvii l*r< >cccl 11 rci. Fniclically any di.spule which can be 
Laktsii court can be submitted to aibilialion. The 

agrcsmiioiii niiiy lelale to an existing dispute oj piovidc 
fni' <1 I'll it I ii i io II ol’ futuie disputes. Paities may ficcly 
sLipiilii jjfi to procedure, applicable iiilcs, aibUralbody 
aiid^ til Cl ai'li itratois. Usually each party selects an 
ai l>it i-ti toi and thone appoint a thud. Under certain 


conditions the couil, oi the aibilial body, may appoint 
aibitialois. An aibitial agreement prediides access lo Die 
courts. II aulliorized, aibitratois decuie aLCOiding to 
equity and (airness (ex aei|uo el bono), otheiwise must 
apply the law, Aibitialors must make an award in b 
monllis in writing and stale llie icasonson wliicli based 
'I’hc awaid must be filed wiltiin 8 days with liie coiut ol 
the distiict. Leave lo entoice is almost always giantcd. 
Awaid.s aie not apiieahible unless the pailies piovide 
therefoi in tlieii agieemenl. 

Aihiliation is fieciiiciUly lesoiled to and many 
sectors of tiade liave Llieir own institutes ol aihitiation. 
In inlcinalional eontiaets aibiLiation by the Inter- 
national Chamber ol C'oninioiee is olten specilied, The 
Nethcilaiuls Aibiliation Institute has a woiking agiee- 
ment willi the Ameiican Aibilialion Association. 

Noiwny- AibiLiation is governed by Civil Piocediue 
Act, Law No. 6 of 1915. Tile aibiliation agieemeiU must 
be in willing and may lelale lo an existing dispute, oi 
provide foi liituie aibiliation PaiLies fieely stipulate 
Iciius of the agieemenl and choose aihitial body, rules 
of piocediue, and appoint aibitratois, Usually each 
paity selects one uibiliatoi and they select a tliiul 
Uiidei ccitain conditions a couil oi arbilial body may 
appoint aibitiatojs. Piocctluie must obseive due process 
including hcanng and pieseiUation of case. If aiiltioiizud 
in agi cement aibitiatois decide accoiding to equity and 
lanness, otheiwise must apply the law. The awaid must 
be in willing and .slate reasons on winch based unless 
pailies waive this leqiiireinenl. A copy of the nwiud is 
liled III couil IvnloicemciiL (cxequaloi) ol the awaid is 
by couil Older. Awaids aio not appealable, Ilowevci, 
should grounds foi invalidity exist, lecoiiise may be 
made lo the com Is to annul oi set aside the awaid, 

('ommeiciiil aibiliation cases aie hcaid by several 
peinuinetU aihtliiilion liilninals at Oslo, Ueigen, and 
Trondheim, Trade associations have special tiibunals Lo 
ic.solvc disputes involving iheii membois. 

Philippines --Aibitialiun is goveiiied by Republic 
Act No. 876 of 1953. Aibiliation agieetneiUs must be in 
willing and may lelate to an existing dispute, oi piovide 
loi arbiliation of (uluie disputes. C'ouils will oidei 
pailies U) pjoceed willi aibiliation and will slay legal 
action until completion of the arbiliation proceedings. 
Pailies aie free lo choose Uic foim of the agieemenl, 
arbilial body, titles of piocetiuie, applicable law and llic 
ailiilialois. Thu law gives aibitiatois powci to compel 
attendance as witnesses, and sets tlieii fee at 50 pesos a 
day unless otheiwise provulcd. The awaid nuisl be in 
writing, served on pailies, and filed with couil foi 
confiiinalion. Appeal may be filed against the awaicl, 
which may be vacated oi modified on eeitain giouiids 
stated in the law. t'osls and fees paid by losing party. 
Aibilialion casus aie decided by ad hoc tiibunals and 
chambeis of commeice, 

Poland- Aibiliation is governed by the Code ol Civil 
Piocediue (Official Gazette Polish People’s Republic, 
1950, No. 43, item 394), Aibiliation lules are inanda- 
lory. Aibilialion agieements must be in willing and may 
iclate lo a current dispute oi piovide foi aibitratioii of 
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future disputes A court will not adjudic.ile issues 
submitted to arbitration if its jurisdiction is challenged 
before the hearing begins Arbitratois’ fees may be fixed 
in the agreement. Awards must be in writing, state 
reasons for the decision, and delivered to the parties. An 
award is unenforceable without an enforcement order, 
which will be granted on request of the successful parly 
Awards are not appealable and become binding on 
issuance. However, parties may ask that an award be set 
aside because he had no opportunity to state liis case, 
the award is “contrary to public policy or the principles 
of the People’s State,” or other grounds recognised by 
the Code. 

The two regular arbitration tribunals are the Court 
of Arbitration of the Polisii Chamber of Foreign Trade 
in Warsaw and the Court of Arbitration of the Gydnia 
Cotton Association. 

Romania-Accorduig to its rules, the Arbitration 
Commission of tlie Romanian People’s Republic is 
competent to settle disputes whenever parlies have 
chosen it. The rules of the Commission require the 
arbitration agreement to be in writing; both current 
disputes or future disputes may be covered Courts 
normally will not adjudicate matters submitted to 
arbitration. Arbitrators are appointed by parties from 
the Arbitration Commission’s roster; eacli party selects 
one, and these, or the Commission, selects the third. 

The procedures of the Chamber of Commerce 
provide for presentation of case and hearing. Awards 
must be in writing, stating reasons lor decision. They arc 
not published. According to the rules, awards of the 
Arbitration Commission are final and enforceable. A fee 
of I?o of the value of the claim is deposited with the 
Chamber of Commerce when the claim is presented and 
the arbitrators are remunerated by the Chamber out of 
these funds. The Romanian state enterprise for foreign 
trade normally stipulates in its contracts that “disputes 
shall be settled by arbitration of the chamber of 
commerce of the country against whom the claim has 
been raised,” 

Switzerland-Arbitration governed by the Laws of 
Procedure of the 25 Cantons. These statutes are favor- 
able to arbitration. In general tlie same legal principles 
govern submissions of existing disputes and arbitial 
clauses. Practically any dispute of a commercial nature 
can be brought to arbitration. A high degree of party 
autonomy is permitted and they may select the arbitra- 
tors, and designate applicable procedures. Howevei, 
parties must have an oppoitunity to be heaid, equal 
treatment must be afforded and due process observed. 
The award must be in writing and state reasons for the 
decision unless otherwise agreed by the parties The 
arbitrators must apply the rule of law unless authorized 
to decide in accordance with equity and justice. 

Some cantons require the award to be filed for 
enforcement with a court which then issues enforcement 
order. Whether an appeal may be filed against the award 
depends on canton law which vanes greatly in this 
respect. However, annulment is possible under certain 
conditions. There is no Swiss national arbitration institu- 


tion, but many trade associations and local chambers ot 
commerce have permanent arbitration tribunals. 

Syria-With few exceptions aibitration may be 
agieed to foi settlement of any kind of dispute. 
Arbitrators are appointed by agieemenl, if the parlies 
cannot agiee the aibitiatois aie court appointed. Awaids 
may be appealed except foi jurisdictional reasons. 
Enforcement of awards is by means ot court judgment. 

Thailand-Arbitralion ui general is governed by the 
Code of Civil Procedure. Commercial arbitiation is 
regulated by the Commeicial Arbitration Rules of July 
1, 1968 issued by the Tliai Commeicial Aibitration 
Committee. The Rules weie formulated by repiesenta- 
tives of various chambeis of commerce in Bangkok, the 
Department of Foreign Trade of the Ministry of Eco- 
nomic Affairs, and the Boaid of Export Promotion. 

These chambers and agencies of Government ap- 
point the 15 members of the Committee, whose chaii- 
man is the President of the Board of Tiade. Aibitration 
agieenients must be m writing, and can apply only to an 
existing dispute. Parties submit them petition foi arbitra- 
tion to the Registiar of the Office of the Aibitiation 
Tribunal. The Registrar maintains a panel from which 
the parties may choose arbitiatois. When the pintles 
have submitted their dispute to arbitration couit action 
IS precluded. The award must be in wilting and notified 
to the parties. No need to registei for cnfoicemcnl. 
Costs are payable as oidered by the Aibilinlion Tiibu* 
nal, Awards issued by the Tiibunal lue final and 
unappealable. 

USSR-Foreign Tiade Arbitiation is governed by 
Decree of the Central Executive Committee and the 
Council of People’s Commissars ot USSR of June 17, 
1932 (Collection of Laws 1932, No. 48), cieating an 
Arbitral Tribunal operating undei tlie Foielgn Trade 
Arbitration Commission, a non-Stale public body at the 
USSR Chamber of Commerce. Any dispute arising fiom 
a foreign tiade contract may be submitted to Hie 
Foreign Trade Arbitration Commassion 

Tlie arbitiation agreement must be m writing and 
relate to an already existing dispute (submission). 
Certain minimal formalities aie lequired conceimng 
notarization of signatures, identification of paitie.s, 
issues and claim. The courts will not adjudicate issues 
submitted to arbitration. Each party may appoint an 
arbitrator, or agree on appointing one from the Com- 
mission’s roster. Parties may leave the appointment of 
arbitrators to discretion of the Piesidenl of the Com- 
mission. The arbitration tiibunal is not bound by forma! 
rules of procedure, but must, nevertheless, obseive due 
process including summoning parties, presentation of 
case, and healing. The aibitrators decide on tlie basis of 
the agreement, considering applicable law and custom. 
The award must be m writing, stating reasons foi the 
decision. All papers filed with People’s District Couit. 
Copies .are supplied to paities. Enforcement issued by 
Couit on petition. Awaids issued by the Foreign Trade 
Arbitration Commission are final and unappealable. 
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ANNEX A 

TITLE 9 U,S. CODE 

ARBITRATION 

CHAPTER 1 

GENERAL PROVISIONS 

Section 1. "Maritime transactions" 
and "commerce" defined; 
exceptions to operation of title 

"Muiilimc triinsjictions”, as hujeni defined, means 
chaiter parlies, bills of lading ot water earners, agree- 
inenls lelaling lo whailugc, supplies tuinished vessels ui 
lepairs lo vessels, collisions, oi any otliei matteis in 
foicign coinnieice which, if tlie subject of conlioveisy, 
would be enibiaced within admiralty jurisdiction, ‘‘coin- 
incice”, as heieiii defined, means eoniineice among the 
sevcial States oi witli foreign nnlloiis, or in any Territory 
of the United States or in the District of Columbia, oi 
between any such Teiiitoiy and anothei, or between any 
such Teinloiy and any State oi foieign nation, oi 
between the District of Columbia and any Stale oi 
Tciiilory or foieigii nation, but nothing iierem con- 
tained shall apply lo conlracls of employment ot 
seamen, railioad employees, or any other class of 
workeis engaged in foicign oi inteistate commerce. 


Section 2. Validity, irrevocability, 
and enforcement of agreements 
to arbitrate 

A wiitleii piovision in any nuiiitune lian.saction oi a 
contract evidencing a liansaction involving comnierec to 
setlJe by arbitiation a contioversy thereiiftei aiisingoiU 
of such eontriicl or transaction, or the lefusal lo perform 
the whole oi any part thereof, oi an agieement in 
wilting to submit lo arbitiation an existing conlioveisy 
arising out of sueli a contract, liansaction, or lefusal, 
shall be valid, iirevocablc, and cnfoiccabic, save upon 
such grounds as exist at law or in equity foi the 
revocation of any contract. 


Section 3, Stay of proceedings 
where issue therein referable to 
arbitration 

If any suit or proceeding be brouglil in any of the 
coiuts of the United Stales upon any issue referabic to 
aibiliatioii under an agreement in wilting foi such 
arbitration, the court in wJiich sucli suit is pending, upon 
being satisfied lluiL the is.suc involved in such suit oi 
proceeding is lefeiable Lo arbitration undci such an 
agreement, shall on application of one of tiie parties stay 
llic tiial of the action until such arbitration has been had 
in accoidance with the Icims of the agreement, pro- 
viding the ai>plicanl for the stay is not in default in 
proceeding with such arbitration. 


Section 4. Failure to arbitrate 
under agreement; petition to 
United States court having 
jurisdiction for order to compel 
arbitration; notice and service 
thereof; hearing and determination 

A paity aggiieved by llie alleged lailiire, neglect, oi 
lefusal of another to aibitrate under a written dgreeiuent 
for aibitralion may petition any United States district 
court which, save for siicli agreement, would have 
juiisdiction undei Title 28, in a civil action or in 
admiralty ot the subject matter of a suit aiising out of 
the contioversy between the parties, for an order 
diiecling that such aibitralion proceed in the maiinei 
provided for in such agreement. Five days’ notice in 
writing of such application shall be served upon the 
paity in default. Seivice lliereof shall be made in the 
niannci piovided by the Federal Rules of Civil Pro- 
cedure. The coiut shall hear the parties, and upon being 
satisfied that the making of the agreement for arbitra- 
tion or the failure to comply therewith is not in issue, 
the court shall make an order directing the parlies to 
proceed to arbitration in accordance with the teims of 
the agreement. The hearing and proceedings, under such 
agreement, shall be within the district in which the 
petition for an order directing such arbitration is filed. If 
the making of the arbitiation agieement or the failure, 
neglect, oi refusal to perform the same be in issue, tlie 
couit shall proceed suramaiily to the trial tliereof. If no 
juiy trial be demanded by the party alleged lo be in 
defaull, oi if the mutter in dispute is within admiralty 
juiisdiclion, the coiiil shall hear and dcteimine such 
issue. Where sucJi an issue is raised, the parly alleged to 
be in delault, may, except in cases of admiralty, on or 
before the leturii day of the notice of application, 
demand a juiy tiial of such issue, and upon such demand 
the court shall make an order referiing the issue or issues 
to a jury in the manner piovided by the Federal Rules of 
Civil Procediiie, oi may specially call a jury for that 
puipose. If the jury find that no agreement in writing for 
arbitration was made or that there is no default in 
proceeding tlieieunder, the proceeding shall be dis- 
missed. If the juiy find that an agieement for arbitration 
was made in willing and that there is a default in 
proceeding tlicicundei, the court shall make an order 
summarily directing the parties to proceed with the 
arbitiation in accordance with the terms thereof. 


Section 5. Appointment of 
arbitrators or umpire 

If in the agreement provision be made for a method 
of naming oi appointing an arbitrator oi arbitrators or 
an umpire, such method shall be followed; but if no 
inclliod be provided therein, or if a method be provided 
and any paity thereto shall fail to avail himself of such 
method or if for any otliei reason there shall be a lapse 
in the naming of an arbitrator or aibitrators or umpire, 
or in filling a vacancy, then upon the application of 
cither party to the contioversy the court shall designate 
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and appoint an arbitrator or arbitrators or umpire, as the 
case may require, who shall act under the said agreement 
with the same torcc and elfect as if he or they had been 
specifically named therein, and unless otherwise pro- 
vided ill the agreement the arbitration shall be by a 
single arbitrator. 

Section 6. Application heard as 
motion 

Any application to the court hereundei shall be 
made and heard in the manner provided by law for the 
making and hearing of motions, except as otherwise 
herein expressly provided. 

Section 7. Witnesses before 
arbitrators; fees; compelling 
attendance 

The arbitrators selected either as prescnbed in this 
title or otherwise, or a majority of them, may summon 
m writing any person to attend before them or any of 
them as a witness and in a proper case to bring with him 
or them any book, record, document, or paper which 
may be deemed material as evidence in the case. The fees 
for such attendance shall be the same as the fees of 
Witnesses before masters of the United States courts. 
Said summons shall issue in the name ot the arbitraloi or 
arbitrators, or a majority of them, and sliall be signed by 
the arbitrators, or a majonly of them, and shall be 
directed to the said person and shall be served in the 
same manner as subpoenas to appear and testify before 
the court; if any person or persons so summoned to 
testify shall refuse or neglect to obey said summons, 
upon petition the United States district couit for the 
district in which such arbitrators, or a majority of them, 
are sitting may compel the attendance of such person oi 
persons before said arbitrator or arbitralors, or punish 
said person or persons for contempt in the same manner 
piovided by law for securing the attendance of witnesses 
or their punishment for neglect or refusal to attend m 
the courts of the United States. 

Section 8. Proceedings begun by 
libel in admiralty and seizure of 
vessel or property 

If the basis of juiisdiction be a cause of action 
otherwise justiciable in admualty, then, notwithstanding 
anything herein to the contrary, the paity claiming to be 
aggrieved may begin his proceeding hereunder by libel 
and seizure of the vessel or other property of the other 
party according to the usual course of admualty 
proceedings, and the court shall then havejunsdiction to 
direct the parties to proceed with the arbitration and 
shall retain juriscliction to enter ib decree upon the 
award. 

Section 9. Award of arbitrators; 
confirmation; jurisdiction; 
procedure 

If the parties in llieir agreement have agreed that a 
idgment of the court shall be entered upon the award 


made puisuant to the aibitralion, and shall specily the 
court, then at any time within one yeai aflei the award 
IS made any party to the arbitiatioii may apply to the 
court so specified for an ordei confiiming the awaid, 
and thereupon the court must giant such an oulei unless 
the awaid is vacated, modified, oi collected as pie- 
sciibed in sections 10 and 1 1 of this title, If no couit is 
specified in the agreement of the parties, tlien such 
application may be made to tlie United Slates couit in 
and for the distiict withm which such awaul was made. 
Notice of the apphcation shall be seivecl upon the 
adverse party, and tlieieupon Die court sliall have 
jurisdiction ol such paity as thougli he liad appealed 
geneially m the pioceedmg. If the adveisc party is a 
resident of Die distuel within which the award was 
made, such service shall be made upon the adverse party 
01 his attoiney as prescnbed by law foi seivicc of notice 
of motion in an action in the same court. If the adveisc 
party shall be a nonresident, then the notice ol the 
application shall be seived by tlie mmslial of any distiict 
within which the adveise party may be found in like 
manner as other piocess of the court. 

Section 10. Same; vacation; 
grounds; rehearing 

In eitlier of the following cases the United Slates 
court in and for the district wheicin the awaid was made 
may make an order vacating Die award upon Die 
application of any party to the aibitiation- 

(a) Where the award was piocuied by coiiiiption, 
fiaiid, or undue means. 

(b) Where there was evident partiality oi coiiup- 
tion in the arbitrators, oi eitliei ol them. 

(c) Where tiie aibitralors were guilty of imscoiuliict 
in refusing to postpone the healing, upon 
sufficient cause shown, or in icfusmg to lieai 
evidence pertinent and mateiial to Die conlto- 
versy; oi of any othei misbehavior by which Die 
rights of any party have been piejudicod. 

(d) Where the aibitialois exceeded tlieii poweis, or 
so iiTipeifectly executed them Dial a mutual, 
fmal, and definite award upon the subject 
matter submitted was not made, 

(e) Where an awaid is vacated and Die time wiDiiii 
which the agieement leqiiiicd the awaid to be 
made has not expiied the court may, m its 
discretion, duecl a reheaiing by the aibitiators. 

Section 11. Same; modification or 
correction; grounds; order 

In either of the following cases the United Stales 
court in and foi the distiict wheiein Die awaid was made 
may make an order modifying or collecting the awaid 
upon the application of any party to the arbiliation- 

(a) Wheie there was an evident inaleiial miscalcula- 
tion of figures oi an evident mateiial mistake in 
the description of any peison, thing, or piop- 
erty referred to in the awaid. 

(b) Where the arbitiatois have awarded upon a 
matter not submitted to them, unless it is a 
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nidltei not affecting Die ments ol the decision 
uj-ion tlie nuitloi sLihinilted. 

(c) Wlieie the awaid is inipeifect in mattei of foini 
not effecitng tiie nieiils of llie contioveisy 

The oidci may modify and collect the avvaid, so as 
to etfect tile intent theieof and piomote justice between 
the pailies. 

Section 12. Notice of motions to 
vacate or modify; service; stay 
of proceedings 

Notice of a motion to vacale, modify, or coiiect an 
avvaid must be served upon the adveise paity or his 
attorney within tliice months aftet tlie awaid is filed oi 
delivcied. If the adveise paity is a lesuient of the distucl 
williin winch the awaid was made, such seivice shall be 
made upon tlic adveise paity or liis attorney as 
piesciibed by law foi seivice of notice of motion in an 
action in the same couil. If the adveise paity shall be a 
noniesident then the notice of the application shall be 
seived by tlie maishal of any district within which the 
adverse paity may be found in like mannei as olhei 
pioccss of the court. Toi tiic piuposes of the motion any 
judge who might make an oidei to slay the piocccdings 
in an action biought in tlie same couit may make an 
ordei, to be sei-vod witli the notice of motion, staying 
tlie pjoceedings of the adveise paity to cnfoicc the 
awaiil. 

Section 13. Papers filed with order 
on motions; judgment; docketing; 
force and effect; enforcement 

The party moving loi an oidei confirming, modi- 
fying, OI collecting an award shall, at the time such 
ouioi is filed with the cleik for the entiy of judgment 
theicoii, also file the following papeis with the clerk: 

(a) riie agieement, tlie selection oi appointment, if 
any, of an additional aihitiatoi or umpiic; and 
each wiitlcn extension of the lime, if any, 
within wliicli to make tlie awaid. 

(b) The awaid. 

(c) Each notice, aflidavit, oi olhei papei used upon 
an application to confirni, modlly, oi collect 
the awaid, and a copy of each oidci of the 
couit upon such an application. 

The judgment shall be docketed as if it wasrendcied 
in an action. 

The jiidginenl so entered shall have the same force 
and eflect, in all lespecls, as, and be subject to all the 
piovisions of law relating to, a judgment in an action; 
and it may be enforced as if it had been lendeied in an 
action in the court in which it is entered. 

Section 14. Contracts not affected 

'I'his title shall not apply to contiacts made piloi to 
Januaiy I, 1926. 


Chapter 1: 

Enacted into positive law by Act July 30, 1947, c. 
392, s 1, 61 Stat. 669, as amended Sept. 3, 1954, c. 
1263, s 19,68 Slat 1233 


Chapter 2 

CONVENTION ON THE 
RECOGNITION AND 
ENFORCEMENT OF 
FOREIGN ARBITRAL 
AWARDS 

Section 201. Enforcement of 
Convention 

The Convention on tlie Recognition and Enfoice- 
menl of Foieign Aibilial Awards of June 10, 1958, shall 
be enfoiced in United Slates couils m accordance with 
this chaplci. 

Section 202. Agreement or award 
falling under the Convention 

An aibiliatioii agieement oi arbitral awaid ausing 
out of a legal relalionsliip, whether conliactual oi not, 
which IS consideied as commeicial, including a tran.s- 
aclion, contiact, or agieement dcsciihed in section 2 of 
Hus title, falls unUei the Convention An agieement oi 
awaid arising out ot siicli a iclationship which is entirely 
between citizens of the United Stales shall be deemed 
not to iail under the Convention unless tliat relationship 
involves property located abroad, envisages performance 
Ol enfoicemenl abroad, or has some other reasonable 
lelalion with one oi moie foreign states. E'oi the purpose 
of Hus section a corpoiation is a citizen of tlie United 
States if it is incoiporated or has its principal place of 
business in the United States. 

Section 203. Jurisdiction; amount 
in controversy 

An action oi pioceeding falling iiiulci ttie Conven- 
lioii shall be deemed to arise under tlie laws and treaties 
ol the United Stales. The distiicl courts o( the United 
Stales (including the couils enumerated in section 460 
of title 28) shall have original juiisdiction over such an 
action oi pioceeding, regardless of the amount in 
controveisy. 

Section 204. Venue 

An action or pioceeding ovei which the district 
couils have jurisdiction pursuant to section 203 of this 
title may be biought in any sucli couit in which save foi 
the aibitralion agieement an action or pioceeding with 
lespect to the controversy between the paities could be 
brought, Ol in such court for the district and division 
which embiaces the place designated in the agreement as 
the place of arbitration if such place is within the United 
Slates. 
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Section 205. Removal of cases 
from State courts 

Where the subject matter of an action or proceeding 
pending m a State court relates to an arbitration 
agreement or award tailing under the Convention, the 
defendant or the defendants may, at any time before the 
trial thereof, remove such action or proceeding to the 
district court of the United States for the district and 
division embracing the place where the action or 
proceeding is pending. The procedure for removal of 
causes otherwise provided by law shall apply, except 
that the ground for removal provided in this section 
need not appear on the face of the complamt but may 
be shown in the petition for removal. For the purposes 
of Chapter 1 of this title any action or proceeding 
removed under this section shall be deemed to have been 
brought in the district court to which it is removed. 

Section 206. Order to compel 
arbitration; appointment of 
arbitrators 

A court having jurisdiction under this chapter may 
direct that arbitration be held in accordance with the 
agreement at any place therein provided for, whether 
that place is withm or without the United Slates Such 


court may also appoint aibitratois in accoidance with 
the provisions of the agi cement. 

Section 207. Award of arbitrators; 
confirmation; jurisdiction; 
proceeding 

Within three yeais after an arbitial award falling 
under the Convention i,s made, any paily to the 
arbitration may apply to any court having lunsdiction 
under this chapter for an Older confirming the award as 
against any other party to the aibitration. Tile couit 
shall confirm the award unless it finds one of the 
grounds for refusal oi deferral of lecognilion or enforce- 
ment of the awaid specified in the said Convention. 

Section 208. Chapter 1 ; 
residual application 

Chapter 1 applies to actions and proceedings 
brought under this chapter to the extent that chapter is 
not in conflict with this chaptei or the Convention as 
ratified by the United States. 

Chapter 2: 

Public Law 91-368, 91st Congress, July 31, 1970. 
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By VINCENT TRAVAGUNl, Director 
Office of Interiiaiional Finance and Investment 


nxporteis, investors, licensors and olhcis doing 
business abroad have a vital slake m protecting then 
iiuhislrial propeily rights. In most countiles these rights 
can be protected, but it is still necessaiy to acquiic 
piotection foi each country individually thioughout 
most of the world. 

There is as yet no overaJl iiitei national patent and 
trademaik “.system.” Willi relatively uninipoitanl excep- 
tions, no country recogm/.cs internally the patents oi 
Irademaiks issued by otheis. Theie is, however, general 
agicement among nations on basic rights of patent and 
liademark owners. These rights aic embodied in the 
Inteinational Convention lor the Piotection of Industiial 
Property. The Convention applies to industrial property 
in its widest sense and coveis p5itonl.s foi inventions, 
utility models, industiial designs, trademaiks, tiade 
names, indications of oiigin and the prevention of unfair 
competition. 

Member countries total 80 

Tlie Inteinational Convention was signed in !883 
and the United States became a membei in 1887. Eighty 
countiies now uie members of the Convention as last 
levised at Stockholm in 1967. 

The Convention has demonstiatod remaikable dura- 
bility as evidenced both by its suivival power and Us 
attraction lor the newer countiies which have been 
coming into existence in Ihe last 15 yeais. No fewei than 
20 of these countries have joined since 1957. Piesent 
membership is divided about equally between developed 
and less-developed countiies and inciudes five Soviet 
satellites, as well as the USSR. 

Basic piovislons of the International Convention aic 
of two kinds-lhe lule of national treatment, and the 
establishment of certain piinciples and rights. 

National treatment means that all the member 
countries have agreed to giant the same patent and 
trademark treatment to nationals of olhci member 
countiies as they grant to tiieii own nationals. This 
eliminates disciiininalion against foreigncis. Since each 
countiy is fiee to determine the scope of its own 
industiial piopeity laws, howevei, the degree of piotec- 
tion varies from country to country. 

The national treatment principle does not call for 
leciprocal treatment. This may result in a situation in 
which nationals of a given country receive less favorable 


treatment in other countries than is afforded foreign 
nationals in tlieir own country, or vice versa. 

Priority Right 

The Convention’s most important piovision is that 
granting a “right of piiority” to foreigners. This means 
that a U.S. patent owner who files an application in 
another member countiy has a 12-month priority over 
any other applicant filing for the same invention in any 
other country belonging to the Inteinational Conven- 
tion. The priority foi tiademaiks is 6 months. The 6- or 
12-monlli piioiity period runs from the date of filing in 
the country of origin and not from the date the patent 
or liademark was granted. 

The priority right is impoitant and valuable, espe- 
cially foi patents. If the right did not exist, a U.S. 
applicant would have difficulty legistenng his patent m 
many countiies of the world, since most countiies’ 
patent laws have novelty requirements which provide 
that earlier publiealion of the invention iinywheie in the 
world is a bar to patentability. 

The priority right also provides a means of over- 
coming the teiiitoiial limitations of the national palenl 
system. In effect it makes it possible foi a patentee to 
acquire exclusive lights in his invention not only in ills 
own country but also in any Convention country. 

Independence of Patents 

Undei the Convention, patents and trademarks duly 
icglslered in a member country aie considered as 
independent of patents on llie same invention, or 
trademarks, registered in other countries. This means that 
once a palenl oi trademaik lias been giaiited on the basis 
of the priority right, its subsequent revocation or 
cxpiialion in the countiy of original filing docs not 
affect Us validity in other countries. This principle of 
independence enables an owner to lequcst registrations 
in every membei country and each palenl or trademark 
will be govei ned by the laws of the country issuing it. 

Another feature of the International Convention i.s 
the safcguaid it piovides against invalidation of a patent 
meicly because the patented product was imported into 
the country of registration. Some countries had patent 
laws which penalized impoitation of patented objects by 



lorfeiting the patent Countries may still, ol course, 
hinder imports through tanft, quota, exchange, and 
other controls, consistent with their olhei international 
conimitnients, but the controls may not be aimed 
particularly at patented products 


Compulsory Working Provisions 

Most foreign countries liave compulsory working 
and compulsory licensing provisions in their patent laws. 
The International Convention recognizes the nght of 
countries to take such measures but imposes limitations 
on their taking 

Compulsory working of patents relers to the le- 
quirement that a patent not commercially woiked 
within the country that granted it shall be invalidated. 
Tile Internalional Convention prevents membei coun- 
tries from canceling a patent for 4 years from the date of 
tiling of the patent application or 3 years from the date 
of grant. Thereafter member countries are required to 
resort initially to compulsory licensing. No action for 
cancellation of a patent can be introduced before the 
expiration of 2 years from issuance of the first compul- 
sory license and the granting of compulsory licenses has 
proven insufficient to prevent abuses 

There has been a gradual shift away from laws 
providing for revocation of patents. A corresponding 
trend may be noted toward compulsory licensing. 
Although provisions vary considerably, the compulsory 
licensing type of law is most highly developed in the 
United Kingdom and Canada. Similar legislation exists in 
India, Pakistan and other British Commonwealth coun- 
tries. Also many countries, such as Japan, the Nether- 
lands, Norway and Sweden, make provision for non- 
working but do not provide for revocation. In practice, 
the slatues seem to be rarely enforced. 

There are also several Inter-Ameiican industrial 
property treaties to which the Umted States belongs. A 
Convention on Inventions, Patents, Designs and Indus- 
trial Models, and one on Trademarks, were signed at 
Buenos Aires in 191 0. The patent convention adopts the 
principles of national treatment, right of priority, and 
independence of patents along the hnes of the Inter- 
national Convention just discussed. 

The Trademark Convention attempted to provide 
for automatic registration so that a trademark owner 
registering his mark iii one country would seciue 
simultaneous protection in other member countries. The 
plan, however, was defective foi various reasons and 
never went mto operation. The 1910 Trademark Con- 
vention was superseded by the Inter-Ameiican Conven- 
tion of 1923 which abandoned automatic registration m 
favor of registration through two Inter-American Bu- 
reaus, one in Havana ami one in Rio de Janeiro. The 
Havana Bureau functioned only briefly and is now 
defunct. However, both of these Conventions are now 
superseded by the 1929 General Inter-American Conven- 
tion for Trademarks and Commercial Names, adhered to 
by the United States and nine other countries. 


Bilateral Treaties 

Two kinds of U S. bilateral tieaties aic ol inleiesl to 
owners of foreign patent and tiadenuuk lights the 
Treaties of Friendship, Commeice and Navigation, and 
Income Tax Tieaties. The FCN treaties geneially include 
a national treatment provision with respect to obtaining 
and protecting patents, tiademaiks, tiade names, and 
other industrial pioperty. Some of the tieaties stipulate 
that infringements will be pioliibited by law and that 
lemedies by civil action will be provided. FCN tieaties 
also contain useful guaranties against unieasonablc oi 
discriminatory treatment in business establislinient and 
trade matters generally. 

Income lax treaties aie in effect with ovei 20 
countries. All of these treaties contain an exemption 
fiom taxation ioi industrial and commercial piofiLs if 
the U.S. enteipiise has no peimanent establisiimeiU in 
the other country. This basic exemption mcludes royal- 
ties from patents, tiademaiks, and copyrights. In addi- 
tion the exemption may be extended to include un- 
palented know-how, as in the ease of the liealy with 
Germany. 

There are still other treaty aiiangements in llie 
industrial piopeity field of interest lo U.S patent and 
trademaik owners, even thougli the Unitetl Slates is not 
a party to them. 

Madi-id Anaiigenient 

Unhke the piesent situation m the patent field it is 
possible to cenlialize protection of tiademaiks in an 
“international registiation” obtainable under a tiealy 
known as the Madiid Aiiangement. About 23 countries 
now belong, although the United States is not included. 
Undei this arrangement, the tiademaik owner must 
register this mark in llie member country in which he is 
domiciled. On the basis of lus registration, the Inter- 
national Bureau of the World Intellectual Piopcily 
Organization (WlPO) in Geneva, Switzeiland, issues a 
so-called international registiation. This is deposited by 
the Bureau with the trademaik offices in the menibei 
countries, which examine the local deposit in accoi dance 
with then own laws. 

A U.S. trademaik owner can take advantage of this 
if he has a bona fide industrial oi comineicial eslablisli- 
ment in a member country Theiefoie, a bianch of a 
US. company established in a menibci country is 
sufficient, and a registration in that country in the name 
of the American company specifying that it lias a bianch 
in that country will suffice as the basis for international 
registiation. 

An Ameiican-owned subsidiary domiciled in a Ma- 
drid Arrangement country may also seek an Intei- 
national Registration. Tins is one benefit ol placing 
trademaiks in tlie name of a foieign subsidiary, although 
il is well to reniembei that there aie other sound reasons 
foi not doing so, including the loss of control which this 
entails. 

The basic advantage of international registiation is 
that It saves money. The single fee for an international 
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icgisUalion IS 400 Swiss fiancs-about $130— con- 
sicleiahly less than tlie total of the lees due in each 
counLiy (oi sepaialc legistialioii. The peiiod of piolcc- 
lion I'oi an iiUcinationally icgisteied tiadeniaik is the 
same loi <ill coniiaeling counliies--20 yeais, lenewable 
(oi fuithei periods of 20 yeais each. An applicant can 
pay a icdueed tee (240 Swiss Fumes) for an imtml 
regisluition ol 10 yeais. If he decides to continue the 
inaik toi the fuithei 10-yeai peiiod, an additional fee of 
330 Swiss I'lancs is leqiiiied. The protection insulting 
(lom intcrnalional icgisLialion cannot be claimed foi a 
Luuleniaik which no longei enjoys piotection in its 
coiinliy of oiigin. 

Companies may h.ivc a seaicli made at the Intei- 
national Bureau at Cleneva to see if then paiticular 
maiks have been llie subject of inteinational legistiation. 
The Buieaii maiiilains excellent seal eh facilities with the 
most painstaking facililies foi identifying maiks by all 
the conventional means, not excluding such lactois as 
coloi, sound, and ainingcmciU ol consonants and 
vowels. On I he other hand, a seaich by the Bureau is no 
substitute (oi individual eouiUiy seaichcs, since all 
liademarks ilo not leceive mteinalional registiation. 

In June 1473, the U.S. pailicipalcd in a negotiating 
confeience which adopted a new Tiademaik Registra- 
tion I'leaty (TRT). The TRT is designed to make it 
simiiler and less expensive to obtain tiademaik piotec- 
lion in foreign miiikets. The TRT piovidcs that foi a 
single fee a tiademaik application can be filed with the 
World Intellectual Propeity Oigani/.ation in Geneva. 
However, unlike filings undet the Madrid Agicement, the 
applicant will not need a prior homo icgistralion. The 
filing of a I'RT application will have tiie effect of a filing 
in each countiy designated Ihcicon by the applicant. 
I’he maik, aflei filing, will then be published and 
circulated by WIFO to menibei couiitiies whcicupon 
each eounlry designated by the applicant has 15 months 
within which to refuse legistiation unclei ils national 
law. If no (imely lelusal is indicated by a designated 
membei countiy, the niaik is deemed legislercd theic. 
No membei countiy will he able to lefuse a inaik on 
gioiinds of non-use; noi cancel it on such giounds foi at 
least 3 yeais aflei its legistialion. The TFiT will come 
into effect when five counlnes have latlficd it. 


Ofher Treaty Arrangements 

Olhei treaty aiuingcmeiits foi legistiation ol 
patents and trademarks also aie coming mlo existence 
giadiially, 

A Patent Coopeiation Treaty (PCT), adopted in 
June 1970, by the United States and most olhei 
developed oounliics, would simplify mteinalional filing 
proccduies by allowing a patent applicant to file one 
application at a ccntial souice Such a filing would have 
liie effect ol a filing in cveiy membei country wheic he 
desires piotection. The Treaty also calls foi centralized 
patent seaich and examination procedures and allows a 
patent applicant 20 months, instead of the moie typical 
12-month peiiod, in which to complete his application 
clocunients. The PCT will enter into force when ratified 


by eight countiies, foiii of which must have majoi 
patent activity. Ilowevei, the United Stales cannot 
deposit its instiumeiit of ratification until implementing 
legislation is enacted. 

In Western Europe, a pioposed “European Patent 
Convention” was adapted in 1973. It would establish a 
regional patent system. However, undci Ihe Conven- 
tion’s piocedurcs, anyone, iiiespective of nationality, 
will be able to file a single international application at 
the Euiopean Patent Office foi a so-called “European 
Patent.” The application must designate those European 
countiies in whicli the Euiopean Patent is sought. Upon 
completion ot the application’s examination, the Huio- 
pean Patent will be granted, and exist, in effect, as a 
national patent in tlic designated countiies. liiteinationul 
applications filed under tlie 'I'reaty may be subject to 
proceedings bcfoic the European Patent Office which 
will also be lesponsible foi an international search and 
the piehminaiy examination. Tlie Tiealy is not yet in 
eftccl. 

The Euiopean Common Maiket countiies aie also 
due to negotiate a corollary European Convention to 
eventually replace national patent laws and create a 
unified patent Jaw for Hie EEC membeis. Under ils 
provisions an EEX’ Patent will be issued to apply in every 
membei countiy. 

Expeits of the Common Market countiies have also 
drafted an EEC Trademaik Convention. Certain ques- 
tions of piinciple have not yet been decided, including 
whether U.S films will be eligible for full, oi at least 
paituil, paiticipation m the Common Maiket patent and 
trademaik system. 

The Benelux countiies have already adopted a 
Tiademaik Convention with a unified trademark law lor 
Belgium, the Nellietlaiuls, and Luxembouig. II creates 
one law for all tluee countries, under which a Benelux 
tiademaik is issued. National tiademaik laws are sup- 
planted. 

Also in Euiope, a unifoim patent system foi the 
Scandinavian countiies is in the making. Noiway, Swe- 
den, Denmaik and Finland have established identical 
laws. Eventually the system will piovide that a patent 
issued in any of the font countiies will be valid in the 
othcis. 

Ill Afiica an accord tor creation of an Afiican and 
Malagasy Industrial Pioperty Office was signed in Sep- 
tember 1962 by 12 membei Stales of the Afiican and 
Malagasy Union. The accoid establishes a common 
system foi the obtaining and maintenance of patent and 
trademark iigiils with a single deposit and centralized 
administration. Applicants domiciled outside member 
Slates make theii deposits directly with the Industrial 
Property Office. Any deposit so made has the effect of a 
national deposit in each member State. Operations of 
the Office officially slaitcd Jaiuiaiy 1, 1964. 

Within the British Commonwealth, bilateral ariangc- 
ments are m foice between certain coiintnes-Austialia, 
Canada, Ceylon, India, Pakistan, New Zealand, and the 
United Kingdom. A tirsl application for patent in these 
countries generates a 12-month piioiity term in the 
others. This can be advantageous m securing registrations 
m India and Pakistan, which are not membeis of the 
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International Convention. Certain Bntisli Colonies and 
former colonies also give etfect to patents or trademarks 
registered m the United Kingdom 

Generic Trademark Problems 

Obtaining registered protection abroad for your 
company’s uidustria! property rights is, of course, a 
matter for private legal counsel The job of policing 
these rights is likewise up to you and your legal adviser. 
However, there are Government services and statutory 
helps to assist you. 

More than a hundred independent jurisdictions are 
registering trademarks abroad. It would be surprising if 
among the trademarks which foreigners seek to register 
there were not some that have a generic or descriptive 
status in tile United States. Probably every trademark 
office in the world has been asked to register “wash- 
and-wear.” or one of its foreign variants, such as “lava y 
listo” in the Spanish-speaking countries. Most such 
appiicalions are routinely denied by the local au- 
thorities. But experience has shown that some will be 
accepted, unless someone intervenes to prevent registra- 
tion 

Basically, our interest is to avoid a situation where 
an individual or firm acquires exclusive rights to such 
terms, without appropriate disclaimers If this happens, 
it becomes impossible to use common product names in 
foreign advertising, goods may be refused entry into the 
country, and one trading in such goods risks being sued 
for trademark infringement 

When we learn of a foreign generic word application 
we prepare instructions concerning tt to the U S 
Embassy in the country of application. The Embassy is 
given full details. Name of applicant, number of applica- 
tion, class or classes in which registration is sought, filing 
date and type of goods, The Embassy in effect is asked 
to take what steps it can to have the application denied. 
As much information as possible should be presented to 
illustrate the generic nature of the term involved and to 
point up the detrimental eflect which Us registration as a 
trademark would have on trade between the United 
States and the foreign country. 

Tliese Embassy approaches do not replace the 
entering of formal oppositions to objectionable registra- 
tions. In some countries the authorities will deny the 
application as a result of the Embassy’s approach, in 
others, they have made it clear that a private formal 
opposition, in accordance with the local trademark law, 
must be filed before a denial can be considered Where 
this task can be assumed by private attorneys and trade 
groups, we welcome their assumption of the responsi- 
bility. 

Foreign Infringement Problems 

Protecting industrial property rights abroad is 
basically the responsibility of each company. This 
includes the prosecution of infringement actions. How- 
ever, the Commerce Department, m cooperation with 
our Commercial Officers abroad, does undertake to 


investigate and repoit on unauthoii/ed use ol U.S. 
trademarks and copying of designs. 

The typical situation is one in which a U.S. 
manufacturer finds that a product of foieign manu- 
facture wlucli imitates his own iia.s appealed in the 
United States or some third countiy and is being 
maiketed in competition with him. The complainant 
believes the foreign product, maik, label, packaging, oi 
advertising to be a copy of his own and theicfoie to 
infringe on his rights. 

To assist in these instances it is necessary tiiat as 
complete information as possible be fuinisheil about the 
circumstances. If available, a sample of tlie foreign item 
and the U.S, piocliict should be supplied, botli in llieir 
original packages. Photogiaphs may be suitable, A copy 
of the American firm’s U.S patent oi tiaclemaik and 
foreign registration, if any, should also be furnished. If 
the U.S. patent oi trademaik has been litigated and 
upheld, a copy of the sustaining judgment offers 
valuable support The name and acldiess of the foieign 
producer is helpful. 

Complaints legisteied by U.S. firms over the past 
few years have involved many types of pioducts origi- 
nating in many different countiios. In geneial, tJic 
articles involved are, understandably, likely to be of a 
nature winch lend themselves to quick, easy iind 
inexpensive copying. Trademark pioblems aie usually 
traceable to failure to make timely application to 
register, and to loss of lights lesulting from unfair 
practices 

From time to time complaints are lecoived that 
merchandise and packaging of foieign origin which bcai 
a U.S. trademark or imitate American pioducts oi 
packages arc being sliipped to third counliies, thus 
competing unfauly with U.S. expoits to that Hind 
country, Whether any substantial help can bo piovidcd 
in these circumstances depends on the legal situation in 
the countries concerned and the degree of cooperation 
whicli may be forthcoming from the local manufacture! , 
exporter or importer, and governmental authorities. 

If occiiirences of this kind take place in maikels 
where the U.S. trademaik owner does not operate, the 
misuse may continue for an extended time without his 
knowing it. When the facts come to oui attention, we 
advise the U.S. firm whose piopeity rights appeal to be 
violated, but further investigation is usually deferred 
until the U.S. firm expresses a desue to have the mailer 
followed up. 

Neither Commerce nor the U S. Foreign Service can 
become^ involved m conflicts between two American 
firms, riierefore requests for assistance cannot be 
serviced if they involve steps against the inteiests of u 
competing American firm. 

Other Remedies 

There are several provisions of U.S. law admin- 
istered by various Government agencies, which may be 
helpful m affording protection against foreign misuse of 
trademarks and other rights-effective, however, only foi 
goods imported into the United States. 
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Section 42 oi the Tiadeinaik Act of 1946 prohibits 
inipoitalion ol articles bearing marks which are con- 
fusingly siimlai to Ol counteifeil of tiadeinaiks regis- 
teied in tlic Patent and Tiadcniark Office 

Section 526 of the Tariff Act of 1930 icquires the 
Customs Sci-vice to prohibit importation of foreign-made 
goods beaiing marks which have been registered m the 
Patent and Tiademark Office by a Lf.S. citizen or 
corpoiation if a copy of the certificate of registration 
has been filed with the Treasury Department Wheteas 
section 42 prohibits importation of infringing Iradc- 
maiked goods, section 526 provides the U.S, trademark 
owner with alfiimative piotection against unfaii compe- 
tition. 


Record your trademark 

The procedure for recording trademarks with 
the Treasury is set forth in the Customs Regula- 
tions. 

Tlie regulations provide that a trademark 
owner may record its mark by application, which 
may be in the form of a letter, to the Commis- 
sioner of Customs, Washington, D.C. 

A fee of $100 for each mark must accompany 
the application together with a certified certificate 
of registration from the Patent Office and 1000 
soft copies. 

The accompanying article tells you how this 
action helps to protect you from unfair 
competition. 


If an attempt is made to impoit goods bearing a 
maik wliicii is a clear infiingemcnt of a recoided mark 
the mercliandisc will be denied entry unless the importer 
socuies the wiitten consent of the tiademark ownei or 
icmoves the offending maik. If as often happens, the 
maik on the imported pioducl does not present a 
cleai-ciU case of infiingemcnt, Customs will detain the 
meiciiandise until botli impoitci and trademark owner 
liave liad a cliancc to be lieard. Customs decisions in 
sucli cases can bo appealed to the U.S. District Couits. 

Section 106, Title 17, United States Code, prohibits 
impoitation of ai tides bearing a false notice of copy- 
right wlicn theie is no copyiiglU tlicieon in the United 
Stales, or of any piratical copies of any woik copy- 
iiglited in the United States. A procedure foi obtaining 
Customs piotection against the importation of such 
copies IS prescribed in the Customs regulations, section 
11.19. 

Patent piotection is not coextensive with the 
piotection alforded trademark and copyright owneis. 
There is no law which automatically excludes articles 
from import because they infringe patents. 

Section 337 of the Taiiff Act of 1930, as amended, 
autliorizcs the U.S. International Trade Commission to 
investigate alleged unfair methods of competition and 
unfair acts in the importation of articles or in the sale of 
impoitcd articles in the United States. 


Although there is no recordation procedure tor 
patents, the Bureau of Customs will carry out on request 
a Patent Infringement Suivey to assist llie patent owner 
in taking appiopriate action. The purpose of the suivey 
IS to provide patent owneis with the names and 
addiesses of unporters bringing in articles that appear to 
infnngc icgisleied patents Such mtoiination will be 
furnished for a period of 2, 4 or 6 months for a fee of 
$1,000, $1,500, Ol $2,000 respectively 

The only information Inrnished is the name and 
address o! the iinpoiters, The survey will not disclose 
quantities, price or any other information which nor- 
mally might lall within the realm of trade secrets 
Application may be made by letter addressed to the 
Commissioner ol Customs The procedure is set forth m 
the Federal Register m Part 12, section 12.39a of the 
Customs Regulations. 


Arbitiation 

In any type of business transaction disputes in- 
evitably aiise. Most often companies settle their disputes 
through direct negotiation and agreement. Litigation is 
extremely lare and even when the fads are strongly 
favorable is avoided whenevei possible, especially in 
foreign transactions. Most companies that operate on an 
inleinalional scale favoi the inclusion of a mandatory 
arbitiation clause in the contract as a less objectionable 
allcrnaUvc to court action. 

The Ameiican Arbitration Association is the princi- 
pal aibilration organization in the United States. It has 
offices IhroiighoiU the country and has reciprocal 
airangemenls with organizations in many foieign coun- 
tiics The Intcinational Chamber of Commeice also 
maintains a worldwide system of arbitration. Besides 
these institutions, there are many special arbitration 
tribunals in the various commodity trades, such as 
lubber, textiles, food distribution, and so on, 

To make it possible foi a dispute to be submitted to 
aibilration, tiie parties must have agreed to do so either 
in advance or after the dispute has aiisen. If thereafter 
one of the partie.s refuses to take part, the arbitiation 
will proceed neveitlieless since the rules to winch the 
parlies have agieed contain provisions for procedure by 
default. 

The various aibilration organizations have standard 
contract clauses which may be freely used. Use of one of 
the standard clauses enables the arbitiation organization 
to have its own rules administered should a dispute arise. 

The nature of disputes submitted to arbitration 
makes any classification of industries or classes of goods 
difficult. An approximate breakdown of arbitrations 
under ICC auspices shows, however, that roughly 20% 
involved licenses for patents, manufacturing processes, 
know-how and trademarks. 

Most international tradeis who use arbitration 
clauses in their contracts with foreign paities may 
enforce favorable arbitral awards against a foreign party 
without difficulty. Although some countries do not have 
laws providing foi execution of foreign arbitral awards, 
other remedies are now readily available. 
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By !>igiung in 1970 tho Uniled Slates Convention tor 
the ExeLiition and Enforcement ot Arbitral Awards, the 
United States provided the U.S traders with means of 
enlorcmg awards. The 45 member countries have agreed 
to enforce awards issued in other member countries, if 
the awards meet the Convention’s validity requirements 
and satisfy any special conditions of accession Congress 
amended the basic Federal Arbitration Act (9 U S C. 1 
et-seq.) m 1970 to increase the enforceability of 
arbitration agreements and awards made pursuant to the 
United Nations Convention (see article herein entitled 
“Enforcement of b’creign Aibitral Awards Under the 
U.N. Convcnuon”). 

Furthermore, the United States has bilateral treaties 
of Friendship, Commerce, and Navigation with 42 
countries Of tliese treaties. 18 provide for the enforce- 
ment of arbitration agreements and awards m disputes 
between corporate or individual parties of the respective 
countries. Enforcement ol such an award cannot be 
denied solely tor the reason that the award was rendered 
111 another country, or that the nationality of the 
arbitration was not that of the party concerned 

Selection of the remedies of U.N. Convention over 
those of the Friendship, Commerce and Navigation 


Treaties is likely to depend on tiie countiy in which the 
award originated. If it originated in one of tlie 42 
countries which have signed the U N Convention, most 
companies would make use of tlial convention 


Though 42 treaties of Friendship, Commerce 

and Navigation are now in 

force between the 

1 United States and other countries, only 18 of the 

treaties contain clauses on 

the enforcement of 

arbitral awards. These 18 treaties are with' 

Belgium 

Italy 

China 

Japan 

Denmark 

Korea 

France 

Luxembourg 

Germany, 


Federal Republic of 

Netherlands 

Greece 

Nicaragua 

Iran 

Pakistan 

Ireland 

Thailand 

Israel 

Togolese Republic 
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Most countries, including those that have become 
independent since the end of World War 11, have patent 
taws. There are only a few that have no system of patent 
protection, most notably Thailand, Ethiopia, Saudi 
Arabia, and People’s Republic of China. Many indepen- 
dent countries provide patent piotection only on the 
basis of a patent fust acqiiiied in the foimer parent 
country Examples are Ghana where a “confirmation 
patent” is issued based on a patent first acquired m the 
United Kingdom, and Cambodia and Biiima, where 
French and Indian patents, lespectiveJy, aie recognized 
as being in force. 

Theie are certain countries that piovide, in addition 
to regular patents of invention, so-called “iiitioduction,” 
“icvalidation” oi “impoitalion” patents These can be 
applied foi on an invention already patented elsewliere, 
by the same patent owner, or, after a period of time, by 
a local national. Such patents expire at the duialiun ol 
then basic foreign patents. Tliem pmposc is to pcrinil an 
invention to be introduced and protected, notwith- 
standing its puor patenting in other countries. 

The USSR, Bulgaria, Poland, Romania, Albania, and 
Algeria provide for issuance of so-called “inventors’ 
ccrlificalcs,” as well as patents, The inventors’ ceitificatc 
system is used extensively in the USSR. Under its 
pioccdures, an inventor may offer liis invention outiight 
to the Stale, which assumes its ownership and exclusive 
use. If used by the State, it entitles the mvenloi to a 
cash rewaid or other specific benefit. In such dual 
system countiies, the mventoi generally has tlie iiglil to 
choose between applying foi an inventors’ ceililicate oi 
a patent. Local invenlois in Eastern Euiope gcneially 
apply foi inventors’ ccitificutes; foicigners apply foi 
patent lights because of certain impraclicalilies in 
acquuing inventors’ certificates. 

Regionally, tlicie is an international patent filing 
and legisUation system m Africa, under ttie Afiicaii and 
Malagasy Indiistiial Properly Office, in Yaoiiiule, Came- 
loon, established m 1962 by 12 inde])ciidenl countiies 
foimeily French African colonies (see summary). 

In Westein Euiope, 14 countries signed an European 
Patent Convention in Munich, in Oclobei 1973. Undei 
the Convention’s piocediues, anyone, mcspective of 
nationality, will be able to file a single international 
application at the Euiopean Patent Office foi a so-called 
“Euiopean Patent.” The application must designate 
those European countiies in which the Euiopean Patent 



IS sought, Upon completion of the application’s exami- 
nation, the European Patent will be gianted, and exist, 
in etlect, as a national patent in the designated coun- 
tries. International applications tiled undei the Ticaty 
may be subject to proceedings befoie the European 
Patent Office which will also be lesponsible for an 
international search and the preliminary examination. 
Entry into force of the Treaty must await ratification by 
SIX European countries in which a totai of 180,000 
patent applications were tiled m 1970. 

The European Common Market countries aie also 
due to negotiate a corollary European Convention to 
eventually abolish national patent laws and create a 
unified patent law for the EEC members. Undei its 
provisions, an EEC Patent will be issued applicable in 
each member country. In effect, the EEC will opeiate as 
a single country undei the European Patent Convention. 

As to salient features in existing world patent laws, 
there are still many variations with respect to such 
matters as exceptions to patentability l.e. patents only 
for medicinal and food processes, not products, or for 
both), examination and opposition procedures (in some 
cases none), duration of patents (ranges from 5 to 20 
years from application filing or registration date), and 
compulsory licensing (immediate, oi I- to 5— year grace 
period). 

A patent Cooperation Treaty (PCT), adopted in 
June 1970, by the United States and about 20 countiics, 
would simplify international filing proceduies by 
allowing a patent applicant to file one application at a 
central source. Such a filing would have the effect of a 
filing in every member country where he desiies protec- 
tion. The Treaty also calls for centralized patent search 
and examination procedures and allows a patent appli- 
cant 20 months, instead of the more typical 12-inonth 
period, in which to complete his application documents. 
The PCT will enter into force wiien ratified by eight 
countries, four of which must have major patent 
activity. The United States cannot deposit its instrument 
of ratification until implementing legislation is enacted. 

Those interested in protecting their industrial prop- 
erty rights abroad should secure the services of legal 
counsel for advice and assistance on the specific pro- 
cedures to be followed in the countries in which they 
desue to do business. 

Afghanistan— No patent law. Some common law 
protection available for inventions and designs against 
imitation. 

African and Malagasy Union— Member countries: 
Cameroon, Centra! African Republic, Chad, Congo 
(Brazzaville), Dahomey, Gabon, Ivory Coast, Malagasy 
Republic, Mauritania, Niger, Senegal, Togo, and Upper 
Volla. Inquiries and applications should be directed to 
the Office Afiicam et Malgache de la Proprie'te Indus- 
trielle (OAMPI) located in Yaounde, Cameroon. 

Invention patents valid in all member countiies 20 
years after appbcation. Prior publicity anywhere pie- 
jiulicial. No novelty examination. No opposition provi- 
sion. Compulsory licensing possible 3 years after applica- 
tion, whichever is later, if working inadequate or if 
working interrupted for any 3-year peiiod. French 


patents in loice piioi to dates ot iiuicpciuicncc ot the 
vaiious countiies may icccivc piotcction loi 20 yeais 
from application tiling dale it icvatiilatod with OAMIM 
bcfoic Maich 3 1 , 1967, 

Albania Invention patents valnl I'' ycais liom 
application dale, inveiUois’ cci til mates also gianted. 
Chemical munulactuiing pioccsscs palenlablc, but not 
chemicals, medical and some biological invenlion.s eli- 
gible only foi ecitificates. Eiioi publication oi use 
anywheic picjiidicial. Novelty examination. Opposition 
period 3 months. No piovision foi woiking. ('ompnlsoiy 
licensing piovision. 

Algeria-Invention palenls valid 20 yoais t'lom 
application tiling date C'onliimalion patents valid 10 
yeais fiom liling dale of I'oieign patents upon which 
based, it such foicign patents gianted befoie Januaiy I, 
1966. Inventois’ certificates also giaiUeil. Eiioi publicity 
anywheie piejudicial. No novelty examination oi opposi- 
tion. Confnmation patent niu.st be worked 1 yeai from 
giant and not discoiiliiuied foi moie than a yeai, 
otheiwise can be cancelled. Compulsory license oi 
invention patents possible 3 yeais Irom giant oi 4 yeai.s 
from application dale if not adeciuately woiked. ITeiicii 
patents valid in Algeria on .Inly 3, 1962, lemain in foiee 
if continuously woiked by patentee oi liis assignee. 

Antigua (also British Virgin hshiiuls) Palenls valid 

14 years fioin application filing dale, ('onriimalion 
patents, co-lerminoiis willi U.K. patents also gianted; 
must be filed for within 3 years ol lallei. No novolly 
examination. Foi indepenileiU patents, public u.se In 
Antigua piejudicial. No woiking. Compulsoiy licensing 
possible. 

Argentina - Invenlioii patents gianled loi 5 , 10, oi 

15 yeais; 15 yeais afloi grant only for impoilaiil 
inventions. Patents of impoitation good loi up to 10 
years. Pliannacciilical nianufacluiing piocesses palenl- 
abie. Piior publication anywheie, oi grant of loieigii 
patent (except lor Argentine impoil patents), oi public 
use 111 Argentina piejudicial. Novelty examination No 
opposition provision. Woiking requiieil 2 yeais iiller 
giant, not to be interrupted foi any 2-year periml. No 
compulsoiy licensing provision. Importation oi adver- 
tised offer of «ile may constitute working. 

Australia-lnvcnlion patents valid 1 6 yeais alter 
application, renewable up to 10 yeais wlieie inade- 
quately remuncialed; piovislonal protection available 1 
yeai. Prioj publication, public use, or disclosuie in 
Australia prejudicial. Novelty examination. II no exami- 
nation requested within 5 yeais ot application liliiig 
dale, appheation will lapse. Applicant may also leqiiest 
modified examination for application luiseil on inileiU 
issued in the United Kingdom oi the United Slates. 
Opposition peiiod 3 months. C’ompnlsoiy licensing 
possible 3 ycais after grant if inaileiiuateiy worked; 
revocation possible 2 years aflci firsl conipiil.soiy li- 
cense, Patent registration should be niaiked on pioducl. 

Austria-InvciUion patents valid 18 years aftei 
application. Prioi published dosciiption anywheie, or use 
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01 cxhibilion in Austria prejudicial. Novelty examina- 
tion. Opposition period 4 montlis. Compulsoiy licensing 
passible 3 yeais aftei grant or 4 yeais aftei application, 
il inadequately worked. 

Bahamas-Patents granted before June 1, 1967 (new 
Act etlective date), valid 7 yeais, renewable twice tor 7 
years each time. Undei new Act, invention patents valid 
16 yeais fioni application tiling date, Pubhcation, public 
use, 01 knowledge prejudicial. No novelty examination, 
opposition, compulsory licensing oi working require- 
ment. 

Bahrain-Continnalion of U.K patents only, appli- 
cations must be filed witliin 3 yeais oi conesponding 
U.K. patent. 

Bangladesh (Formeily East Pakistan)-Declared in- 
dependence March 25, 1971 Adopted Pakistan Patent 
Law. Applications pending in Pakistan on above date 
should be lefiled in Bangladesli and releience made to 
earlici Pakistan filing, with proof. 

Baibados-lnvention patents valid 14 yeais from 
application date, renewable loi 7 yeais. Piovisional 
piolection available 9 months. Foreign patent holders 
entitled to “Letleis of Registiation.” Public use in 
Baibados prejudicial. No novelty examination. Opposi- 
tion peuod 2 months. No compulsory bcensing pro- 
vision. 

Belgium- Invention patents valid 2Q years aftei 
application' patents of impoilation valid up to 20 yeais. 
Patentable inventions must be indusliially or com- 
meicially workable, Prioi commercial use in Belgium, 
paleiil 01 publication anywheie prejudicial except for 
iinpoit patents. No novelty examination, form only. No 
opposition provision. Working required 3 yeais after 
grant (1 yeai loi countries not party to Paiis Union) 
not to be inteiiupted foi any 12-inonth period. No 
compulsory licensing provision. 

Bei'imula-lnvention patents valid 16 years from 
patent giant, lenewablc 7 year periods. Patents also 
available as confnmalion of U K. patents, if applied for 
within 3 yeais of latter’s grant date. Co-terniinous 
diiiation with latlei. No novelty examination. For 
independent patents, use and sale in Beimuda prejudi- 
cial No opposition for independent patents; 2 months 
for confirmation patents. No woiking provisions but 
compulsoiy licensing possible, 

Bolivia-lnvenlion patents valid up to 15 years after 
giant, including renewals; confirmation patents valid up 
to 15 yeais. Piior knowledge, description, working or 
nonpatcnl publication anywhere prejudicial. Foieign 
patent not piejudicial, if application filed within 1 yeai 
of foicign application. No novelty examination. Pub- 
lished twice in I month at 15-day intervals foi opposi- 
tion. Compulsoiy licensing possible 2 yeais aftei grant, if 
inadequately woiked or, if woiking interrupted for any 
l-year period. Impoilation oi advertised offer to license 
may constitute working. 

Botswana—Confirmalion patents based on piior 
registration in Union of South Afiica. U.K. patents 
automatically in force, recordation unnecessary. 


Brazil— New law etfective December 31, 1971 
Patents gianted before tlien valid for terms stated in 
patent grant. Under new law, invention patents valid 15 
years from application filing dale. Use or publication 
anywhere prejudicial. Application published 18 months 
from earliest priority or tiling date, Appheant can 
request examination within 24 months, otherwise appli- 
cation deemed abandoned. Opposition period 90 days. 
Working lequired witlim 3 years after grant and not 
interrupted for longer than 1 year, otherwise subject to 
compulsoiy license. Failure to work within 4 years, or it 
license issued after 5 years, working is discontinued for 2 
consecutive years, patent considered lapsed. 

British Honduras -Patents valid 14 years Irom appli- 
cation filing date, renewable 7 or 14 years. Co-terminous 
with prior corresponding foreign patent, if latter exists. 
Confirmation patents based on and co-terminous with 
U.K. patents granted, if apphed for within 3 years, No 
novelty examination, working oi compulsory licensing 
provisions. 

Brunei— Patents granted as confirmation of and 
co-termmous with U.K., Malaya, or Singapore patents, 
to be apphed for within 3 years of grant in latter 
countries. No novelty examination, working or compul- 
sory licensing provisions. 

Bulgarla-lnvention patents valid 15 years after 
application; law also provides for inventors’ certificates 
Some medical and biological inventions eligible only for 
ceitificates. Prior publication or public knowledge any- 
wheie prejudicial. Novelty examination. No opposition. 
Working and licensing provision; 3 years after grant or 4 
years after application. Importation may qualify. 

Biiima-No patent law, Indian patents valid. 

Burundi— Invention patents valid 20 years from 
apphcation filing date, importation patents valid to 20 
years. Public use anywheie piejudicial. No novelty 
examination or opposition. Patent must be worked 
within 2 years, otherwise can be cancelled. No com- 
pulsory licensing provision. 

Cambodia-French patents applicable, file with 
Cluef Registrar of Pnom Penh Commercial Court. 

Canada-Patenls valid 17 years after grant. Chemical 
manufacturing processes patentable Prior knowledge, 
use, patent, or description anywhere, or public use or 
sale in Canada more than 2 years piioi to Canadian 
apphcation prejudicial. Canadian application must be 
filed either before grant of first foreign patent or within 
12 months of fiist foreign application. Novelty examina- 
tion. Opposition period not provided, but piotest may 
be filed. Compulsory hcensing may be ordered by Patent 
Commissioner 3 years after giant, and if licenses are 
insufficient, patent may be revoked. Patent registration 
sliould be maiked on product. 

Chile-Invention patents valid up to 15 years after 
grant, including renewals. If invention patented abroad, 
patent is co-terminous with oiiginal foreign patent. Prior 
public knowledge, use, sale, or publication anywhere, or 
importation mto. Chile prejudicial. Foreign patent not 
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prejudicial, if invention not commercially known in 
Chile. Novelty examination, No working oi compulsory 
licensing provisions Patent registration must be marked 
on product. 

People’s Republic of China fMainland China)— No 
patent law Parties can apply for inventor’s certificate on 
invention, which, if granted, entails cash awards and 
other benefits to applicant based on invention’s value to 
State Foreigners presumably may apply for inventors’ 
certificates, State retains ownership under inventors* 
certificate registrations. 

China (Taiwan)-lnvention patents valid 15 years 
after application; addition patents co-termino«s with 
basic patent. Prior foreign patent application over 1 year 
previous to application in China, or publication or public 
use m China prejudicial. Novelty examination. Opposi- 
tion period 6 months. Compulsory licensing or revoca- 
tion possible 3 years after grant, if inadequately worked. 
Patent registration should be marked on product. 

Colombia-lnvention patents valid 8 years after 
grant, renewable additional 4 years. Use or publication 
anywhere prejudicial. Novelty examination only aftei 
application examined for formalities and published. 
Opposition period 60 days. Compulsory license 3 yeais 
after grant or 4 years after filing whichever last expires, 
il patent not adequately worked 

Costa Rica-Invention patents valid 20 years after 
grant; confirmation patents co-termiuows with basic 
patent up to 20 years. Prior public knowledge or use in 
Costa Rica prejudicial for confirmation patents, any- 
where lor other patents. Novelty examination Opposi- 
tion period 30 days. Working required 2 years after 
grant, not to be intenuptecl for any 3-ycar period, no 
compulsory licensing provision. 

Cyprus-Patents only obtainable as conlirinalion of 
U.K. patents. Request must be made within 3 years of 
U.K, patent grant date. 

Czeclioslovakia-Invention and dependent patents 
valid 15 years after application. Chemical and medicinal 
manufacturing processes patentable, certain medical 
treatments and biological inventions eligible only for 
inventors’ certificates. Prioi public knowledge anywhere 
via publication, patent description, or display pre- 
judicial. Novelty examination. Opposition period 3 
months. No woiking requirement, but use of patent m 
pubhe interest may be ordered, 4 years after filing, or 3 
years after grant, whichever is later. 

Deninark-lnvention and dependent patents valid 17 
years after application; addition patents co-terminous 
with basic patent Prior published description or public 
use anywhere prejudicial Novelty examination. Opposi- 
tion period 3 months. Compulsory licensing possible 3 
years after grant or 4 yeais from application filing date, 
if inadequately worked. 

Dominican Republic-Invention and revalidation 
patents valid up to 15 years after grant, including 
renewals. Medicines and chemicals patentable if ap- 


proved by Medical Board Public knowledge oi use 
anywhere prejudicial. No novelty examination. Foieign 
patenting or importation no bai. No opposition 
provision. Working requued 5 yeais aftei uppticalion, 
not to be interrupted for any 3-yeai peiiod. No 
compulsory licensing provision. 

Dutch Antilles-See Netheilands. 

Ecuador-lnvention patents valid up to 12 years 
after grant importation patents valid up to 12 years, 
apply regionally oi over whole countiy. Revalidation 
patent based on, and co-teimmous witli, patent owned 
in United States or certain Latin American countries. 
Prior existence or public knowledge in nciuidoi pre- 
judicial, Opposition peiiod 90 days Compulsory li- 
censing invention patents 2 years after giant, if inade- 
quately woiked, or if working nUeirupted lor any 2-yeiii 
period, impoil patents may lapse if working inteirupted 
any 6-montli peiiod, 

Elliiopia-No patent law. Publication of cautionary 
notices in local press and infoiming government of 
existence of foreign patent may afford some protection, 

Fiji Islands-Patents valid 14 years fioni giant, or 
until corresponding first foreign patent expiies. Confir- 
mation patents co-terinmous with U.K. palcnt-s also 
gianted. No novelty examination. Use or piiblieily in 
Fill prejudicial. No working or compulsory licensing 
provisions. 

Finland-lnvention patents valid 17 yeais uftej 
application. Prior publication in any foini anywhere, or 
public disclosure piejudicial. Novelty examinalioii. Op- 
position period 3 months. Conipuisuiy licensing or 
revocation po.ssifcile 3 yeais aftei giant or 4 years iroin 
application date, if inadequately woiked, or if needed to 
woik anothci patent. 

France-lnvenlion patents valid 20 yeais fiom filing 
date. Law also provides foi “Certificates of Utility,” 
issued for 6 yeais. Public knowledge anywhcie, including 
publication of a corresponding patent in an officinl 
journal, prejudicial. Novelty examination I'oi invention 
patent, not ulilUy certificate, applications. Compulsoiy 
licensing possible 3 yeais after giant or 4 yeais after 
patent filing date, if inadequately worked, or if woiking 
discontinued for any 3-year peiiod. Special legLslation 
applies to patenting of phaimaceutical products. Under 
“deferred examination” proceduie patent applicant has 
2 years to postpone request foi novelty examination, 
except in pharmaceutical cases. If no request made 
during that period, appbeation conveiled to one for 
“Certificate of Utility.” No opposition piovision but 
application laid open foi 18 months to permit public 
comment. Patents applied for before new law effective 
date (1/1/69) remain subject to foimer law, 

Gambia-Patents only obtainable as confiimation of 
U K. patents. Request must be made within 3 years of 
U.K. patent giant date. 

Germany, Democratic Republic of— Exclusive or 
industrial (economic) patents granted. Valid 18 yeais 
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from application filling date Publication, use Hast 
Germany, described printed publication anywhere pre- 
ludicial. Exclusive patent vests ownership rights m 
registrant. Compulsory license may be ordered, if not 
sufficiently worked. Industrial patent vests rights m 
registrant, also any third parties authon/ed by Patent 
Office, after applying thereto for license. Patent Court at 
Leipzig has jurisdiction infringement cases. 

Germany, Federal Republic of— Invention patents 
valid 18 yeais alter application. Prior public use in 
Geiinany oi punted descriptions aiiywheie (including 
patent applications and registeied utility models) pre- 
judicial. All applications given pieliinmaiy scieening. 
Applications opened toi public inspection toi 18 months 
after liling. Applicant can postpone full novelty exami- 
nation lequcsl for 7 ycais; il no lequest made by that 
time, application lapses. Opposition period 3 months. 
Compulsoiy licensing possible at any lime, revocation 
possible 2 yeais attei first compulsory licenses if 
inadequately woiked. Patenting m United States consti- 
tutes woiking in Geimany. 

Ghana --Patents only ohtainable as confirmation of 
U.K. patents, except those foi phaimaceuticals. Request 
must be made within 3 ycais of U.K. patent grant date, 

Giecce-Patonls valid 15 years allci applicalion. No 
Novelty e.xaniination, No opposition piovision Revoca- 
tion possible 3 yeais aftei giaiil, if inadequately worked; 
compulsoiy licensing possible if needed to woik anothei 
patent. Advcitised offeis ol licensing may be considered 
woiking. Owiieis of coitosponding U.S patents ex- 
empted fiom working leqiiiicmciU. 

Guntemnla -Invention patents valid 15 years altei 
giant, iinpuitalion patents co-Lerminous with basic 
patent up to 15 yeais. Inventions to be patentable must 
meet positive ciiteiia listed m the patent law, prioi 
public knowledge in Ciuateinnla piejudicial for impoita- 
tion patents, anywhcie foi olhei patents. Novelty 
examination. Opposition may be filed within 40 days 
after fitvSt publication. Compulsory licensing possible 1 
yoai aftei giant if inadequately woiked or il working 
inlcirupted foi any 3-month peiiod. 

Guyana-Invention initcnls valid 16 yeais aftei 
application. Publication, woiking, sale, oi use In Guyana 
prejudicial. Novelty examination. Opposition period 2 
months. Compulsoiy licensing or icvocation possible 
aftei 3 yeais if inadequately woiked. Patent legistuition 
should be maiked on product. Confirmation patents 
based on U.K. legistralion also issued. 

Ilaiti-Invention and levahdation patents valid up to 
20 years aftei giant, including renewals, addition patents 
co-leiminoiis with basic patent. Public use or publication 
anywlieic more than 1 ycai piior to application pre- 
judicial. No novelty examination, opposition, compul- 
sory licensing or woiking piovisions. 

Hondurns-Invcntion patents for nationals valid up 
to 20 years after grant, foi foreigners, granted for life of 
basic patent. Prior publication or use in Honduras 
prejudicial for inipoit patents, anywhere for other 


patents. Novelty examination. Opposition period 90 
days. If patent is not worked within 1 year after grant, 
patent lapses Patent marking necessary to maintain 
infringement actions 

Hong Koiig-Palents only obtainable as confir- 
mation of patents gianted in the United Kingdom. 
Application for protection must be filed within 5 years 
of U.K. patent issue date. Ilong Kong patent expires 
with corresponduig U.K patent. 

Hungary-Palenls valid 20 years from application 
tiling date. Application first examined loi formalities 
and published, if accepted. Applicant or others then 
have 4 yeais to lequest complete novelty examination, 
otherwise application considered abandoned. Prior use 
or publication anywiiere piejudicial, Opposition period 3 
months aftei tull examination, Compulsory licensing it 
patent not worked within 4 years ot filing or 3 years 
iiom giant whichever is later. 

Iceland -Invention patents valid 15 yeais after 
grant. Pnoi publication anywheie, including use or 
display in Iceland, piejudicial. Novelty examination. 
Opposition peiiod 12 weeks. Compulsory licensing 
possible 5 yeais aftei grant if inadequately worked or 3 
years after grant if needed to work anothei patent. 

India- Invention patents valid 14 years after applica- 
tion, olhei than for foods and drugs. Food and drug 
pioeess patents valid 7 years Prior public knowledge or 
use in India prejudicial. Novelty examination. Opposi- 
tion peiiod 4 inontlis. Compulsory licensing possible 3 
years after giant lor inadequate working All patented 
articles must be marked with nunibei and year of patent. 
Recipiocal pnoiily lights granted on basis of applica- 
tions filed in certain Commonwealth countries. Not 
member of Paiis Union, Applications pending on April 
20, 1972, uie granted toi 5 years or 7 years fiom 1972 
dale, whichever shoilci. 

lndone.sia -Pending passage of patent legislation, 
applications may be filed witii the liKione.sian Justice 
Depaitmenl. Although applications will not beaded on 
until a patent law is pas.sed, tliey will reportedly be given 
piionty ovei later filings, 

Iiaii-InveiUion patents valid up to 20 years after 
application, addition or improvement patents co- 
lei minous wiDi original. Importation patents cu- 
leriniiioub willi foieign patents. Except for import 
patents, prior publication in official publications or 
journals anywheie, piejudicial. No novelty examination. 
Opposition period not specified. Revocation possible 5 
yeais after giant if inadequately worked, No compulsory 
licensing provision. 

Iraq— Invention patents valid 15 yeais from date of 
application, patents of importation for unexpu'ed term 
of then foieign basic patents up to 1 5 years. Prior public 
knowledge or use anywheie prejudicial. No opposition 
piovision. Patent must be worked within 3 yeais and not 
discontinued for 2 years, otlieiwise subject to com- 
pulsoiy license oi revocation. 
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Ireland— Invention patents valid 16years after appli- 
cation, exceptionally renewable up to 10 years when 
inadequately remunerated Prior public use or know- 
ledge anywhere prejudicial. Novelty examination. Op- 
position period 3 months. Compulsory licensing possible 
3 years after grant or 4 years after application date, if 
inadequately worked. Revocation possible 2 years after 
first compulsory license. Importation does not consti- 
tute woiking. Patent registration should be marked on 
product. 

Isracl-Iiivention patents valid 20 years after appli- 
cation. Prior publication, use, or sale anywhere pie- 
judicial. Novelty examination. Opposition peiiod 3 
months, Compulsory licensing possible 3 yeais after 
grant or 4 years after application date, if inadequately 
worked, revocation possible 2 years after first com- 
pulsory license. 

Italy— Invention patents valid 15 years after applica- 
tion. Pharmaceutical products and processes are not 
patentable. Prior public knowledge anywhere prejudicial. 
No novelty examination or opposition provisions. Com- 
pulsory licensing possible if inadequately worked 3 years 
after grant, or 4 years after application or if working 
interrupted for any 3-year period. Exhibition may 
constitute working, but not importation. 

Jamaica-Invention patents valid 14 years after 
application, renewable 7 yeais, confumation patents 
based on foreign patents co-tenmnous with original. 
Prioi publication or public use m Jamaica prejudicial, 
except for confirmation patents. No novelty examina- 
tion. No opposition provision. No working or com- 
pulsory licensing provisions. 

Japan-Inventioii patents valid 15 years from date 
application published, cannot exceed 20 years applica- 
tion filing date. Application open to public mspection 
18 months from filing date. Examination can be 
postponed 7 years at applicant’s request; if no request 
for examination made at that time, application lapses. 
Publication anywhere or public knowledge or use in 
Japan jirejudicial. Novelty examination. Opposition 
period 2 months. Compulsory licensing possible 3 years 
after registration or 4 years after filing, if inadequately 
worked or if needed to work another patent. 

Jordan-Invenlion patents valid 1 6 years after appli- 
cation. Pnoi publication, use, or sale in Jordan pre- 
judicial. Novelty examination. Opposition period 2 
months. Compulsory licensing or revocation possible 3 
years after grant, if inadequately woiked. 

Keiiya-Patents only obtainable as confirmation of 
U.K. patents. Request must be made within 3 years of 
U.K. patent grant date, 

Korea, Republic of~Inven£ion patents valid 12 
years after grant or 1 5 years after application, whichever 
is less. Public knowledge or use in Korea, or appearance 
ill publications distributed in Korea prejudicial. Novelty 
examination. Opposition period 2 months. Compulsory 
licensing or cancellation possible 3 years after grant if 


inadequately woiked or if working interrupted for any 
3-year period. Patent registration must be marked on 
product. 

Kuwait-1 iivention patents vahd 15 yeais after 
application, renewable 5 years. Special patent for medi- 
cines, pliarmaceitlicals, or foods valid 10 years. Recent 
publication or use in Kuwait prejudicial. No novelty 
examination. Opposition period 2 months. Compulsory 
licensing possible 3 years aflei giant if inadequately 
woiked or if workuig interrupted for any 2-year period. 

Laos— Flench Patent Law of 1844 appbcable. Appli- 
cation should be filed with Superior Appeal Tiibiinal of 
Vientiane, 

Lebanon-Invention patents valid 15 years after 
application. Prior publication anywhere prejudicial. No 
novelty examination. No opposition provision. Woikiiig 
required 2 years after grant. For nationals of Paris Union 
countries, however, allowance period is 3 years. No 
compulsory licensing provisions. Diiect offer to license 
one capable of working the invention may constitute 
woiking, but importation does not. 

Lesotho (formerly Basutoiand)-Confirniation pa- 
tents based on Union of South Africa patents, issued for 
remaining term of coiresponding patent in latter coun- 
try. U.K. patent automatically piotected for its dura- 
tion; no local legistration oi confumation lequired. 
Marking of article to indicate patent desirable. 

Liberia-Invention patents valid 20 years after grant. 
Prior public knowledge, publication, or use in Liberia 
prejudicial. No specific exclusions from patentability. 
No novelty examination. No opposition provision. 
Working required 3 yeais after grant, 

Libya—Invention patents vahd 15 years after appli- 
cation, renewable 5 years. Processes for making food- 
stuffs, medicines or pharmaceutical prepaiations patent- 
able for 10 years. Public use or publication in Libya 
prejudicial. No novelty examination. Opposition period 
2 months. Working lequired in Libya oi country of 
origin within 3 years, 2-yeai extension possible. Com- 
pulsory licensing can be ordered at any time. 

Liechtenstein-Swiss patents automatically vahd 
without any required foimalities. 

Luxembourg— Invention patents valid 20 years after 
application. Piior public knowledge or use anywhere 
piejudicial. No novelty examination oi opposition pro- 
vision. Compulsory licensing possible aftei 3 years, 
nonworktng for 3 years can also result in revocation. 

Malawi-Invention patents valid 16 years from 
application filing date Prior public use or knowledge in 
Malawi, or in printed publications anywhere prejudicial. 
No novelty examination. Opposition period 3 months. 
Compulsory license can be ordered, if patent not 
sufficiently worked within 3 years. 

Malaysia-Federation consisting of former areas of 
Malaya, Sabah and Sarawak; each still has separate 
patent law. In Malaya and Sabah, U.K. patent is 
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applicable, it must be registered separately within 3 
years of U.K. grant, in each territory to be in torce, 
lemains in foice foj the duiation of U K registration. In 
Sarawak, application may be filed any time based on 
patent in tlic United Kingdom, Singapore, or Malaya. 

Malla-Invention patents valid 14 years from appli- 
cation, renewable 7 yeais. Publicity anywlieie pre- 
judicial. No novelty examination. Opposition period 2 
inontlis, Compulsory licensing possible, if not woiked in 
3 yeais. 

Mauritius-lnveutioii patents valid 14 years from 
application, renewable for like period. Publicity or use in 
Mauritius prejudicial No novelty examination. Opposi- 
tion peiiod 1 inonlJi. No vvotking or conipulsoiy 
licensing. 

Mexico -InveiUion and impioveinenl patents valid 
15 years after aiiplication, 12 years if not commeiciaily 
worked. Recent piior publication, patent, or working 
anywhere prejudicial. Novelty cxaniinalion. No opposi- 
tion provision. Working lequiied witliin 3 years and not 
discontinued inoie than 6 consecutive months otherwise 
compulsory licensing possible. 

Monaco— Invention patents valid 20 years after 
application. Publicity or use anywhere prejudicial. No 
novelty cxaminalion or opposition. Working lequired 
within 3 yeais aftei giant ollierwise subject to com- 
pulsory licensing, 

Moiocco— Although country consists of former 
Frcncli Morocco, 'I'angier Zone and Spanish Zone, no 
unified patent taw yet exists. Separate application for 
Fiencli Moiocco must be filed with Industrial Property 
Office at Casablanca, and foi Tangier, with Industrial 
Piopeity Bmeau in that aiea. Situation in ex-Spanish 
Zone unclear, 

For Moiocco, iiivciition patents valid 20 years after 
application. Piior public knowledge anywhere pre- 
judicial. No opposition piovisioii. Working required 3 
years after giant for nationals of Paris Union countries, 3 
years after application foi others; woikiiig not to be 
inleiTupLcd foi any 3-yeai period. Reasonable offer to 
Jicense oi sell may constitute woikiiig; imporlalion may 
be prejudicial, No conipulsoiy licensing piovlsion. 

For Tangier Zone, invention patents valid 20 years 
and iinpoitation patent 10 years fioin application. 
Public use oi publication anywhere picjudicial for basic 
invention patents. No novelty examination or opposition 
provision. Working required within 3 years, otherwise 
subject to conipulsoiy licensing. 

Namibia {South West Africa)-PateiU matters ad- 
ininislered by Soutli African Patent Office. Invention 
patents valid 14 years from application filing dale, 
renewable 7 or 14 yeai periods. No novelty examination. 
Prior use in Namibia, or abroad more than 2 years before 
filing, prejudicial. No opposition, Compulsory license 
possible if not worked within 2 years, 

Nauiii-Patcnts giantcd as confirmation of and 
co'terniiiious witli Austialian patents. Must be applied 


for within 3 years ol latter’s grant date. No working or 
compulsory licensing provisions, 

Nepal-lnvention patents valid 15 years after grant, 
extendible for two additional 1 5-year periods. AppUca- 
tions screened for novelty regarding known or use m 
Nepal, rejected if criteria not met. 

Netherlands-Iiivention patents granted before new 
law, Jan. 1, 1964, valid 18 years from date of grant. 
Under new law, 20 years from end of filing month or 10 
years from end of grant month, whichever period lasts 
longer. Prior publication, public knowledge, or use 
anywhere prejudicial. Novelty examination. Applicant 
has 7 yeare after filing to request complete examination, 
if no request made by then, application lapses. Opposi- 
tion period 4 months. Compulsory licensing possible 3 
years after grant if madequately worked, at any time if 
needed to work another patent, Patent registration 
should be inaiked on product. 

Old Netherlands law as of 1948 (not 1956 revision) 
still in effect in Dutch Antilles and Surinam. 

New Zealand-Inventioii patents valid 16 years after 
application, renewable up to 10 years. Recent prior 
publication in patent specification anywhere, or publi- 
cation or use in New Zealand prejudicial. Novelty 
examination. Opposition period 3 months. Working 
within 3 years after grant. Subject to compulsory 
licensmg at any time for foods and medicines; revocation 
after 2 years, if licensing unsatisfactory. 

Nicaragua— Invention patents valid 10 years after 
grant. Public knowledge m Nicaragua prejudicial. Pro- 
cesses patentable, but not products. Examination for 
usefulness only. Opposition period 30 days. Working 
required 1 year after grant, not to be interrupted for any 
l-year period. Sworn affidavit and advertised offer of 
sale or license constitutes working. No compulsory 
licensing provision. Patent registration should be marked 
on product. 

Nigeria -Patents granted under former law continue 
until term expires, New law effective Deccmbei 1, 1971. 
Invention patents vahd 20 years after application. Use or 
publication anywhere prejudicial. No novelty examina- 
tion or opposition provisions. Compulsory licensing 
possible 3 years from grant or 4 years from application 
date, if inadequately worked. 

Norway— Invention patents valid 17 years after 
appheation. Prior publication and use anywhere pre- 
judicial. Novelty examination. Opposition period 3 
months. Compulsory licensing possible 3 years after 
grant or 4 years after application, if inadequately 
worked, if working interrupted or if needed to work 
another patent. 

Oman, Qatar, United Arab Emirates (Abu 
Dhabi, Dubal)-No patent laws. Cautionary notice in 
certain Lebanese newspapers circulating these States 
may afford some protection. 

Pakistan— Invention patents valid 16 years after 
application. Prior public knowledge or use in Pakistan 
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piejudicial. Novelty examination. Opposition period 4 
montlis. Workmg required within 4 years of grant, 
otherwise compulsory licensing possible. Patent registra- 
tion should be marked on product. Not member of Pans 
Union, but reciprocal priority lights granted to applica- 
tions liled ui certain Commonwealth coiintiies. 

Paiiama-Inventioii patents valid ud to 20 years. 
Revalidation patents co*lerniinoiis with foreign patents 
up to 15 years. Prior public knowledge in Panama 
piejudicial. No novelty examination. Opposition period 
90 days Patents may lapse if not worked when one-third 
of term has passed; working not required for revalidation 
patents. No compulsory licensing inovision. 

Paraguay-lnvention patents valid 15 years after 
application, confirmation patents co-tenninous with 
basic patent up to 15 years. Publication of foreign 
patent I year prior to Paraguayan application, or prior 
working or public disclosure in Paraguay prejudicial. No 
novelty examination. No opposition provision. Com- 
pulsory licensing possible it not worked foi any 3-year 
period. 

Peru-lnvenlion patents valid 10 years from grant. 
Precautional patents, based on foreign patents, valid 1 
year only for person domiciled in Peru. Novelty exami- 
nation. Prior use in Peru or publication anywhere, and 
not later tlian 2 yeais Irom filing date of first foreign 
application, prejudicial. Opposition period 30 days after 
application last published. Working required within 2 
years of grant; period extendable 2 years. Compulsory 
license possible if patentee importing product, local 
working insufficient, or needed to work another patent. 

Phillppines-PateiUs valid 17 years after grant Prior 
patent or published description anywhere, or use or sale 
in the Philippines I year before application prej'udicial, 
Novelty examination No opposition provision. Com- 
pulsory licensing possible 3 years aftei grant if patent 
not worked on a commercial scale, or if it relates to food 
or medicine or the article is necessary for public health 
or salety. Patent legistiation must be marked on 
product; otherwise damages for infringement cannot be 
recovered. 

Poland-Regular patents valid 1 5 years from applica- 
tion filing date. Applications publislied 18 months aftei 
examination formalities. Full exaininalion must be . 
requested within 6 months’ publication. Applicant can 
request provisional examination and grant of provisional 
patent for 5-year duration, lias 4 years after appheaUon 
date to lequest full examination and conversion to 
regular patent, if provisional patent sought fust. Law 
also embodies inventor’s certificate system, similar to 
Soviet Union, with Slate assuming ownership of inven- 
tions thereunder and granting awaids based on inven- 
tion’s use. 

Poriugal-Invention patents valid 15 years after 
grant. Prior publication anywhere or public use in 
Portugal prejudicial. Novelty examination in case of 
oppo.sitioii. Opposition period 3 months. Compulsory 
licensing possible 3 years after grant, if inadequately 


worked, if working intenupted foi any 3->ci ; 
il needed to work another patent. 

Rhodesia— Invention patents valid -H) ' 

application. Provisional piotection availaldi ^ 
oi 15 months with fine. Use or working in f< 1 ' ' 
publication anywhere prejudicial. Novelty i 

Opposition period 3 months. Compulsor'- . 
possible 3 years fiom grant date or 4 > 

application date, if not adequately worked 

Romania— Invention patents valid 3 '-v" 
application, patents of addition for pern^l 
patent but no less than 10 yeais. fnvcnlurs' . i ' 
provided for in law. Filing acceptable it iii'-.i ' 
pievioiisly filed or patented in Roinain.i i i i 
revealed anywhere. No opposition provismii \- 
requued 4 yeais after application or 3 yvais oi . 
otherwise subject to compulsory licensing. 

Rwanda— Invention patents valid 20 v, ■. 
application. Importation patents co-terniimui ^ v i' 
responding foreign patents, not to exceed ’'t 
Pubhe use in Rwanda or publication aiiyv. I> 
judicial. No novelty examination or opposin ' hi l 
must be worked within 2 years from daii. ■ 
abroad, otherwise can be cancelled. No 
licensing. 

Ryukyu Islands (Okiiiawa)-Reverted to I tp i 
15, 1972. Japanese patent law extends to this .n. ' 

Salvador-Invention patents valid up ti» 1 
after grant, lenewable 5 years in exceptional c.i . 
publication (except in foreign patent docuiM. (h 
public use anywhere prejudicial. No noveltv i ■ j 
tion. Patent can be applied for based on torcr i! i 
if no other publication occurred. Opposition j lh. 
days. No working or conipulsoiy licensing pmw.i " 
nonworking may constitute giounds for expn'i n n 
patent. Patent maikings on products are coiiipnl - 

Western Samoa-Two types of patent rii'iii- 
able. Invention patents based on applications tii 
Western Samoa valid 16 yeais from grant. •*< eiiiti 
patent registration” based on foreign patent, inn: 
shortest term of all corresponding foreign pateni ^ I 
must be filed within 2 years of foreign pati.m . 
Priority dates given to New Zealand applicali.-io < 
on New Zealand patents. Opposition period \ m . 
No working or licensing provisions. 

San Marino-Industrial pioperty rights ul'i.i: 
Italy applicable, 

Saudi Arabia-No patent law. Can puMoii 
tionary ownership notice of foreign patciu u 
‘‘Official Ga 2 ette*’ or newspaper for such rights tin . 
otfer in seeking couit action against infringers. 

Sierra Leone-Patents only obtainable u-, • 

motion of U.K, patents. Request must be made wii! 
years of U.K. patent grant date. 

Siiigapore-Patents only obtainable as ciuii![i 
of U.K. patents. Requests must be made within ' v 
of U.K. patent grant. 
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Somali -Foi “Northern Tenitory,” loriner British 
Somaliland, patents only obtainable as confii motion of 
U.K. patents. Request must be made within 3 years of 
U K. patent grant. In “Southern Region,” formerly 
Italian territory, patents granted for 15 years Prior 
knowledge ol invention in country piejudicial. 

South Africa— Patents valid 16 yeais after applica- 
tion, renewable up to 10 years. Prioi public knowledge, 
use, or working in South Africa, or publication any- 
where prejudicial. No novelty examination Opposition 
period 3 months. Compulsoiy licensing possible 3 years 
after grant or 4 years after application, whichever is 
later, if inadequately worked, if needed to work another 
patent, oi for foods, plants, oi medicines. Impoitation 
does not constitute working. Patent registration should 
be marked on product. 

Spain -Invention patents valid 20 years alter grant. 
Patents of importation valid 10 ycais and may be 
applied for by anyone. Recent public knowledge oi 
working in Spam prejudicial for import patents, any- 
where for other patents. No novelty examination No 
opposition provision. Compulsory licensing required 3 
yeais after grant if not woiked. Importation patents 
must be worked annually to remain in force. 

Sri Lanka— Patents valid 14 years after application, 
renewable in exceptional cases 7 or 14 years; confirma- 
tion of U.K. patent co-termmous with original. Prior use 
or publication in Sri Lanka prejudicial. Novelty exami- 
nation. Opposition peiiod 3 months. Compulsory h- 
censing or revocation possible 3 years after application, 
if inaclequately worked. 

Sudan-No patent taw, Can publish cuutionaiy 
owiicrslnp notice of foieigii patent in local “Official 
Ga/.elte” for such lights this may offei in seekuig court 
action against infringers. 

Swaziland— Confii ination patents based on prior 
registration in Union of Soutli Afiica. U.K, patents 
aiiLoinatically in force. 

Sweden— Invention patents valid 17 years after 
application. Prioi publication or public use anywhere 
prejudicial. Novelty examination. Opposition period 3 
montlis. Compulsoiy licensing possible 3 years after 
giant OI 4 years after application, if inadequately 
worked, oi if needed to supplement an earlier patent. 

Switzcrlaiid-Inveiition patents valid 18 years after 
application. Prioi public knowledge in Switzerland oi 
published disclosure anywliere prejudicial Textile and 
time piece inventions subject to novelty examination 
Opposition period 3 months. Compulsory licensing 
possible 3 years after giant, if inadequately worked, oi if 
needed to woik another patent. Patenting in United 
States satisfies working requirement. 

Syria-Invenlion patents valid 15 yeais after applica- 
tion. Prior public knowledge anywhere prejudicial. No 
novelty examination. No opposition jirovisions. Woiking 
required 2 years after grant. No compulsory licensing 
piovision. 


Tanzama-{Consisls of former Tanganyika and Zan- 
zibar areas; now joined as iiulependent State, former 
sepaiate laws lor each aiea still in effect). In former 
Tanganyika, confirmation of U.K. patents only for term 
of U K, patent, application foi confiiinalion patent must 
be made within 3 years of U.K.. patent grant. In former 
Zanzibar, same situation prevails, except that registra- 
tion in that area can be invalidated by manufacture, use 
and sale of invention subject-matter before priority date 
of U.K. patent. 

Tliailand-No patent law. Can mforin U S Embassy 
in Bangkok and advertise in local newspapers patents 
owned abioad to establish prior use should law be 
enacted recognizing such use. 

Trinidad and Tobago-Jnvention patents valid 14 
years after grant, renewable for 7 years. Prior public use 
in Trinidad or Tobago prejudicial. No novelty examina- 
tion or opposition. Compulsory licensing possible. 

Tunisia-lnvention patents valid up to 20 years after 
application. Prior publication, public knowledge, oi 
public u.se anywhere prejudicial. No novelty examina- 
tion. Opposition period 2 months. Working required 3 
years aftei grant (2 years for non-Paris Union nationaJs), 
not to be interrupted for any 2-year period. Importation 
not considered working, could invalidate patent. No 
compulsory licensing provision, 

Turkey-Patents valid up to 15 yeais after appli- 
cation, patents of importation granted co-teiminous 
with basic loreign patents. Prior publication anywhere 
prejudicial. No novelty examination. No oppo.sition 
provision. Compulsory licensing possible 3 years after 
grant, if inadequately worked or if working interrupted 
for any 2-yeai period. 

Uganda-Patents only obtainable as confirmation of 
U.K. patents. Request must be made witliin 3 yeais of 
U.K. patent giant date. 

United Arab Emirntes-See Oman, Qatar 

USSR— Soviet law provides foi granting of either 
patents or inventors’ certificates for new inventions. 
Patents are granted of 15 years’ duration after applica- 
tion, inventors’ certificates liave unlimited duration. Full 
examination is made tor novelty and usefulness, based 
on prior Soviet and foreign patents and publications and 
pnor Soviet inventors’ certificates. No opposition pro- 
vision for patents, but annulment always possible. No 
working provision. Compulsory licensing possible. 

United Arab Republic (Egypt)-Invention patents 
valid 15 years after application, renewable 5 years, food 
and drug process patents valid 10 years. Public use or 
publication in Egypt prejudicial, No novelty examina- 
tion. Opposition period 2 months. Compulsory licensing 
possible 3 years after grant if inadequately worked, if 
working interrupted for any 2-year period, or if needed 
to work another invention. Revocation possible 2 years 
after first compulsory hcense. 

United Kingdom— Invention patents valid 16 years 
after application, renewable 5 or 10 years where 
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inadequately remunerated. Prior public disclosure In the 
United Kingdom, or in foreign patent specifications 
available in the United Kingdom, prejudicial. Novelty 
examination. Opposition period 3 months Compulsoiy 
licensing possible 3 years after grant, if inadequately 
worked. Revocation possible 2 years after first com- 
pulsory license. 

Certain newly independent countries in the British 
Commonwealth have already eslabbshed or are in the 
process of developing their own national patent codes. 
In the meantime, such countries continue to use 
pre-independence procedures and facilities in providing 
patent protection within their respective territories. 
These countries, as well as those of the British Common- 
wealth that now have separate patent laws, are covered 
separately and alphabetically in this article. Generally, in 
such countries the only patent protection available is by 
means of the registered confirmation of a U K. patent 
which must take place within 3 years of the orismal 
U.K. grant. 

Uruguay-lnvention and related improvement pa- 
tents valid 15 years after grant; revalidation patents 
granted for unexpired term of foreign patents but not to 
exceed 15 years; must be applied for within 3 years of 
basic patent. Prior public knowledge anywhere pre- 
judicial. Novelty examination. Opposition period 20 
days, Compulsory licensing possible 3 years after grant, 
if not worked. Importation or nonunai working does not 
constitute working. 

Venezuela-lnvention and miproveraent patents is- 
sued for 5 or 10 years after grant at owner’s request. 
Revalidation patents (based on prior foreign filing) 
co-tennmoiis with basic patents issued up to 10 years. 
Patents of introduction available to non-owner of 
hreign patent; are granted for a 5-year term, but do not 
protect against imports. Publication in Venezuela or 
public knowledge anywhere prejudicial for invention and 
improvement patents. Prior public knowledge in Ven- 
ezuela prejudicial for introduction and revalidation 
patents, fiovelty examination for invention and improve- 
ment patents. Opposition period 60 days. Working for 
all patents must be effected 2 years after grant 
Thereafter, working must continue for 2 consecutive 


years for 1 0 year patent and 1 year tor 5 > e.ir y • 

Exploitation in Venezuela in lieu <>l ui.t ' 
constitutes working for invention, inipr<-»’> u,i 
revalidation patents. Introduction p.itciK, 
worked by local manufacturer. No coinpulvMi . 
provision. Failure to meet working requirt - i 
result in revocation. Patent registration imuir i' i 
on pioduct. Not member of Pans Union hio > 
foreign patent has priority light to obtain \ ' 
patent if he applies within 12 months ol Ua i ’ ■ 
grant. 

Yemen— Yemen Aiab Republic (prcviMn' 
doiM of Yemen) has no patent law Caution. o'. 
local newspaper may be recognized in local o - irt 

People’s Democratic Republic of YeiiK h ii 
Aden) grants patents only as confiriii.ili’'ii 
patents, to be applied foi within 3 years ol I f 

Yiigoslavia-Patcnts valid 15 years after .qq , 
publication. Publication or description aiisi-i 
sale, use, or display in Yugoslavia prejudinit 
examination. Opposition period 3 months. < "m, 
licensing possible 3 years after grant if uirt i 
worked, if working intenupted for any 3-yc.ir p. ■. 
if needed to work another patent. Revocalioii p- 
years after first compulsory Jjc:en.se, 

Zaire (Kinsliasa)-Invention patents valid ’u 
after application and importation patents u--um i 
with basic foreign patents. Piior patent or pul t 
anywhere (except for import patents) or puhli » 
the Zaire prejudicial No novelty examinalmn 
lion, compulsory licensing or working provisn mi v 

Zambia-Patent pieviously registered in nkt l , 
lion of Rhodesia and Nyasaland m force in / ium i 
remainder of unexpned leim. Patents valid 1/ 
after application. Printed publication anywIieK cr j 
knowledge or use of invention in Zambia preiikb , 
novelty examination. Opposition period 3 nionti 
advertisement of acceptance of patent spcLiti .f 
Compulsory licensing possible 3 months alter gi r 
grace period on patents relating to food or nu-du,, 
inadequately worked. 
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ANNEX A 

Member Countries of the Industrial Properly Unions as on January 1, 1975 

I 

International Union for the Protection of Industrial Property (Paris Union) * 

founded by the Paris Convention (1883), revised at Brassels (1900), Washington (1911), The Hague (1925), London (1934), 

Lisbon (1958), and Stockholm (1967) 


Member Coimiry ** 

Class 

SlarllnR'tlalr of membership 

Latest Act by ^^ll■cll the Country is bouiiil 

cIiDsen 

m the Union 

and date from which it is boiinil 

Algeria ‘ . . . 

VI 

March 1, 1966 . 

Lisbon: March 1, 1966 

Argentina' ■ ■ 

III 

F ebruary 10, 1967 

Lisbon: February 10, 1967 

Atistnilin ' ’ . . 

III 

October 10, 1925 . . . 

London: June 2, 1958 

Stockholm: August 25, 1972^ (administration) ff 

Aiistriii 

, IV 

January 1, 1909 

Stockholm: August 18, 1973 

Belgium 

. Ill 

July 7, 1884 . . 

Stockliolm: February 12, 1975 

ltItA/,11. . . 

. Ill 

JULY 7, IBM ... 

THE HAGUE! OCTOBER 26, 1929 

STOCKHOLM. MARCH 2t, 197.') ^ (adminulration) ft • 

Biiignrin 

. V 

June 13, 1921 . . . 

Stockholm! May 19 or 27, 1970 * (substance) t 

May 27, 1970 (administration) tt • 

Cfl/neroon '■ ’ 

VII 

May 10, 1964 .... 

Lisbon.' May JO, 1964 

Cnnndn ' . . . . . . 

. II 

June 12, 1925 . . . 

London: July 30, 1951 

Stockholm: July 7, 1970^ (administration) tt 

Central African Republic ‘ 

, VI 

/Vowember 19, J963 

Lisbon: November 19, 1963 

Chad ‘ 

. vn 

November 19, 1963 . . 

Stockholm: September 26, 1970 

Congo ^ . . . . . . 

. VII 

September 2, 1963 . . 

Lisbon: September 2, 1963 

Cuba 

. VI 

November 17, 1904 

Stockholm: April 8, 1975 • 

Cypius .... 

. VI 

January 17, 1966 . . 

Lisbon; January 17, 1966 

C/cclioslovnkin ... . . 

. IV 

October 5, 1919 . . 

Stockholm; December 29, 1970 • 

Dahomey ' 

VII 

Jnmmry 10, 1967 . 

Stockholm: March 12, 1975 

Denmark^ 

IV 

October 1, 1894 . . 

Stockholm April 26 or May 19, 1970 * (substance)! 
April 26, 1970 (administration) tt 

DOMINK.AN llKl'imUC . . . 

. VI 

JULY 11, 1890 .... 

THE HAGUE! APRIL 6, 1951 

Kgyi>t 

. VI 

July I, 1951 .... 

Stockholm: March 6, 1975 • 

Finland 

. IV 

September 20, 1921 . 

London: Way 3U, iitbil 

Stockholm: September 15, 1970 * (ndmini8tration)tt 

France^’' 

. I 

July 7, 1884 ... 

Lisbon.' January 4, 1962 

Gabon ' - 

. VII 

Febniary 29, 1964 

Lisbon: February 29, 1961 

Gorman Dciiioerntic Republic . 

. Ill 

May 1, 1903' . . . • 

Stockliolm: April 26 or May 19,1970® (substance) t 
April 26, 1970 (administration) tt 

Germany, Fcdcrnl Republic of 

. I 

May 1, 1903* . . . 

Stockholm: September 19, 1970 

Greece ’ 

. V 

October 2, 1924 . . 

London: November 27, 1953 

Haiti ... 

VI 

July 1, 1958 . ... 

Lisbon: January 4, 1962 

Holy See* 

VI 

September 29, 1960 . 

London: September 29, 1960 

Hungary 

. V 

Janttory 1, 1909 . . 

Stockholm: April 26 or May 19,1970® (substancclt 
April 26, 1970 (administration) tt • 

Iceland ... .... 

VI 

May 5, 1962 . . . 

London: May 5, 1962 

IiidoiK'sia ‘ 

. IV 

December 24, 1950 . 

London: December 24, 1950 


, IV 

December 16, 1959 

Lisbon: January 4, 1962 

Ireland 

. IV 

December 4, 1925 . . 

Stockholm: April 26 or May 19,1970“ (8iib8tance)t 
April 26, 1970 (administration) tt 

Israel ' 

. V 

, March 24, 1950 . . . 

Stockholm: April 26 or May 19,1970® (siibslance)! 
April 26, 1970 (administration) tt 

Italy^ 

. I 

July 7. 1884 

Lisbon: December 29, 1968 

Ivory Coast ' . . . • 

. VII 

October 23, 1963 . 

Stockholm: May 4, 1974 

Japan ^ 

. I 

July 15, 1899 . 

Lisbon: August 21, 1965 


. VII 

July 17, 1972 . . . . 

Stockholm: July lY, FJl'Z 


. VI 

June 14, 1965 . . . 

Stockholm: October 26, 1971 

Lebanon 

. VI 

September 1, 1924 . 

London: September 30. 1947 
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Mcmlcr Couniry 

Clast 

SlarliaB-ilate of mpnibership 

Latest Art l>> wbirli llu’ Cnuiitry is lioiiinl 

clmien 

IK the Union 

and dale from whirh it la lioiinil 

Lieclitcnstcio 

VII 

July Id, 1933 

Stockholm: May 25, 1972 

Luxemliourg 

VI 

June 30, 1922 

Slockliolni: March 24, 1975 

\fadKgagcar ' 

VII 

December 21, 1963 . . 

Stockholm: April 10, 19V2 

Maln^vi'” 

. VII 

July 6, 1964 .... 

Stockholm: June 25, 1970 

^falta ■ . . . . 

. VII 

October 20, 1967 

Lisbon: October 20, 1967 

Mauritania ® 

. VII 

April 11, 1965 

Lisbon: April 11, 1965 

Mexico- . . 

, IV 

September 7 , 1903 

Lisbon: May 10, 1964 

Monaco- . . . 

VII 

April 29. 1956 . 

Lisbon: January 4, 1962 

Morocco . . ... 

VI 

July 30, 1917 . . 

Stockholm: August 6, 1971 

Netherlands" . 

III 

July 7, 1884 . 

Stockholm: Janiinry 10, 1975 

Nciv Zealand ' . , . 

V 

July 29, 1931 

London. July 14, 1946 

Niger ’ . . 

VII 

July 5, 1964 

Stockholm: IV^nrch 6, 1975 

/Vigerifl 

VI 

September 2, 1963 

Lisbon' September 2, 1963 

Norway 

. IV 

July 1, 1885 . . . 

Stockholm: June 13, 1974 

Philippines 

. VI 

September 27, 1965 

Lisbon: September 27, 1965 

Poland 

III 

November 10, 1919 . 

Stockholm: March 24, 1975 • 

PorUigal"’’’ . . 

. IV 

July 7, 1884 . . . 

London: November 7, 1949 

Republic of Viet-Nam ’ , 

VI 

December 8, 1956 . 

London: December 8, 1956 

Romania ... 

. IV 

October 6, 1920 . 

Stockholm: April 26 or May 19, 1970 ^ (aubstnnee)! 
April 26, 1970 (administintion) ft • 

San Marino . 

. VI 

March 4, 1960 . . . 

London: March 4, 1960 

Senegal ‘ 

VII 

December 21, 1963 . 

Stockholm: April 26 or May 19,1970* (aub8tnnce)t 
April 26, 1970 (administration) tt 

South Africa 

. IV 

December 1, 1947 

Stockholm: March 24, 1975 • 

Southern Rhodesia 

. VI 

April 6, 1965 

Lisbon' April 6, 1965 

Soviet Union 

I 

July 1, 1965 .... 

Stockholm: April 26 or May 19,1970* (substance)! 
April 26, 1970 (adininistrnlioii) tt • 

Spain . ... ... 

IV 

July 7, 1884 .... 

Stockliolin: April 14, 1972 

Sri Lanka ' . 

. VI 

December 29, 1952 . 

London: December 29, 1952 

Sweden . . . . 

. Ill 

July 1, 1085 .... 

Stockholm: October 9, 1970 (substance) t 

April 26, 1970 (administration) tt 

Switzerland 

. Ill 

July 7, 1884 .... 

Stockholm: April 26 or May 19,1970* (substance)! 
April 26, 1970 (administration) tt 

Syrian Arab Republic- . . 

VII 

September 1, 1924 . . 

London; September 30, 1947 

Togo 

VII 

September 10, 1967 . 

Lisbon: Sepfember JO, 1967 

J'rinidad and Tobago' . . 

. VI 

/dngust 1, 1964 

Lisbon: August 1, 1964 

Tunisia* ... . . . 

. VI 

July 7, 1884 .... 

London; October 4, 1942 

Turkey* ... . . 

VI 

October 10, 1925 

London: June 27, 1957 

Uganda 

VII 

June 14, 1965 . . . 

Stockholm: October 20, 1973 

United Kingdom . 

I 

July 7, 1884 . 

Stockholm: April 26 or May 19,1970* (substance)! 
April 26, 1970 (administration) tt 

United Repiibiic of Tanzania ' . 

VI 

June 16, 1963 . . 

Lisbon: June 16, 1963 

United States of America " 

. I 

May 30, 1887 . . . 

Stockholm: August 25, 1973 (substance) f 

September 5, 1970 (administration) ft 

Upper Volta''- . . 

. VII 

November 19, 1963 . 

Lisbon: November 19, 1963 

Uruguay^ 

. VI 

March 18, 1967 . . . 

Lisbon: March 18, 1967 

Yugoslavia 

. IV 

February 26, 1921 . . 

Stockholm: October 16, 1973 

Zaire ... . . 

. VI 

January 31, 1975 

Stockholm: January 31, 1975 

Zambia *" 

{Total: 81 countries) 

. VI 

April 6, 1965 . 

Lisbon: April 6, 1965 
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•This list includes all the ciililics to which the Convention has been declared applicable It does not imply any cxprcssicti of opinion m to ihc 
legal status of any country or territory or of its autlioritics 

••Explanation of type 

Heavy type: countries which have accepted the Stockholm Act (1967) in its entirely 

/ta/icJ' countries which have accepted the Lisbon Act (1958) and countries which have accepted the Lisbon Act and the Stockholoi Act 
(1967) except Articles 1 to 12 of the latter 

Ordinary type: coiintries which have accepted the London Act (1931) and countries which have accepted the London Act and the Stockholm 
Aoi_ (1967) except Articles i to 12 of the latter 

(.AIMIAL I.I'.T I LIIS rouiilry Vthith has actcptid the Ilagui- Act (1925) and eouiitry winch lias aiicplt'cl ihc llagiii’ Wt anil (lie block 

lioliii Ac I (1967) exc t |)t Articich 1 lo 12 of the lallcr 

f “ Siibatanco ” means Articles 1 to 12 and, unless the date under '* administration “ is earlier, Articles 10 to 30 

ft “ Administration ” incaus Articles 13 to 17 and, unless the date under *' substance ” is earlier or where there is no entry “ substance,’' Articles 
10 to 30. 

• With till' ili'i iai at ion pniviili'il for in krtii h‘ 20(2) 

• liic Convention was previously applied, as from the dates indicated, on the territories of what arc now the following countries Australia 
(August 5, 19U7}, Canada (September 1, 1923), Indonesia (October 1, 1888), Israel (September 12, 1933), Jordan (Cis Jordan only, September 12, 
1933), New Zealand (September 7, 1091), Sri Lanka (Jnne 10, 1905), Trinidad and Tobago (May 14, 1908), U R of Tanzania (Tanganyika 
only, January 1, 1930). The Coiivuiitioii was previously applied, from various dates, on the territories of wbdl arc now the following counlnes- 
Algcria, Cameroon, Central African Republic, Chad, Congo, Daho[ni.v, Gabon, Ivory Coast, Madagascar, Mauritsma, Niger, Republic of Viel- 
Nnni, Senegal, Togo, Upper Volta 

- This couiilry has ilc']nisilecl the notifrcdlioii providiil uiidri Artlilr 30i2) of llir Sloikhnlin \rl (1967) It may tims exi rriso the rights pruvideil 
for Ml Arllili-s 13 to 17 of the Act ns if it witi* houiiil In lliosu drlirtes It is lunvidend u iiu'inlur of llie Assimlih These two priiileges expire 
on April 26, 1973 

■' Australia i xlciidi il llic apiiliiatiiiu of the Il.igiie Art (192.')) to Nrw Gninra jiiil Fupua with effect from I'Vliriiary 12, 19, 13, and to Norfolk 
Island and Naum with effoil from Jiilv 29. 1936 Viisiraliu rxtriidrd the applii'aliuii of the I iiiidou 3(t (1931) In New (jiiiiua. Norfolk Island 
and I’apoa with effect fioin February '>, 1960. 

• Acceptance exuliidiiig Articles 1 to 12 

^ These arc the nllcrnniivc dales of entry into force which the Director General of WiPO coinmunicntcil to the Slates concerned. 

I) Inchidiiig tlic Faroe Islands 

’ Denmark extended the iipplieatiun of the Slorkhotm Art (1967) to tin. Faroe Islands with effict from August 6, 1971 

^ Including the Dcpnrlmcnla of Guadeloupe, Guyane, Martinique and Reunion ami ail Overseas Territories, 

^ Date on which the lulhcsion of the German Empire took effect. 

The FeUeiiilioii of Rhodesin and Nyasalaiid, a srini-auliHiumous nirnilirr of the Cumniuiiweallh. .iieeileil lo the Loiiduu Act (1931) as from 
April I, I96lt The Coiiveiitiuii lontiniied lo lx applied lo Malavvi (Nyasalaild) and to /umliia (Northern Rlioihsi.i) as a result of declarations 
of eonliiiuilv and llixtruineiits of aiLi-ssiun depusilril with the Sviiss Confrilerjlioii, the depositary of the Lisbon \( I (19'il!) Through the 
mil rmi dial V of tin h.niliassv of the Uiiileil kingdom, a ilerlariiliiiii of conliniiilv and an iiislriimeni of .ireession were deposited h\ the (lov- 
eruiiieui of Soullierii Rhodeaiii with the .Sviiss Cniifederaliuii, which oii Manh 6. 1965, notified this dipusil niul lliul tin accession ivoold lak< 

1 ffeel on Apiil 6. 1963 This iiotifii iilion gave rise lo a loinmuiliriltiuii of Marrh 30, 196'>, from the (,overiiiiienl of (..iiiii roon By its roiii- 

in'iiiieiilioii of 6, 196!!, the GoveniiiKiit of the Unileil kingdom reqiiesltd the Inteniiilioiial Itiireaii lo iransiml in the future all 

1 o|omiinii iitions iiileniled for the Rhodrsiaii aulliiinlies lo the Guvi rmenl of the United kingdom 

" The Netherlands extuided to ('iiriii,ao and biirinam the dppitialion of (he Cuiivintivn witli iffecl from Jiilv 1. 11190, uiid of (lie Loudon Act 

(19,1 I) wilh effeet from August 5, 19111 The iiiHliiimint of rallflialioii of (he bloekliolm Act (1967) w.ia deposited for the kingdom in Eorojie, 

Surinam mid tin Neilierlaiids Antilles 

>- till lulling the A/oiisiind Madeira 

I ' The United Kiiigilom extended the uppUiativli of the Lisbon Ail (1958) lo the Uahmuas with i ffeet fiom Oetolier 2(1. 1967 

■' The United Stnlei, of Ameiiiii extended the appliiulion iif (hi Lisbon Ail (1918) to lineni.ui Sdiiioa, (.nani, I’lnrlo Kicu and \irgili IslainU 

uitli I'ffn 1 from Jill) 7^ jiiiil lias exiciided (he application of the Storkholiii Ail (1967) lu all lernlonis and pussessionB of the United 

Sillies, nil hiding the Cominonweiillli of Put rio Rieo, as from August 2.1, 1973 
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WORLD TRADEMARK LAWS REVIEWED 


By JOSEPH M. LIGHTMAN 
Foreign Business Practices Division 


U.S exporters generally regard adequate trademark 
protection abroad for their goods and services as 
essential to development of foreign markets. A trade- 
mark provides important identification for a firm’s 
products and services in foreign markets as it does in the 
United States and also serves as the focal point around 
which that firm can develop its advertising and sales 
promotion campaigns. The mark also symbolizes to the 
buying pubhc the goodwill, quality standards and 
reputation inherent in the firm’s products and services. 

The United States adheres to several treaties under 
which exporters and other businessmen are entitled to 
receive, in about 95 countries, the same treatment under 
trademark laws as those countries extend to their 
own nationals (national treatment). However, the United 
States is not a party to any agreement whereby a U.S. 
trademark registration is automatically recognized and 
protected m a foreign country or vice versa. While U.S. 
nationals have nglits to apply for and receive trademark 
registrations in countries with which the United States 
has treaty arrangements, they must, nevertheless, pro- 
ceed under the laws of each country to obtain these 
rights. 

The basic multilateral agreement on trademark 
rights to which the United States is a party is the Pans 
Union international Convention for the Protection of 
Industrial Property, to which about 80 other countries 
liavc also adhered (see Annex A on page 4i). The United 
States also adlieres to t!ie General International Conven- 
tion for Trademark and Commercial Protection of 1929, 
to which nine other Western Hemisphere countries are 
party (see box on page 54). 

All of these conventions embody the national 
treatment principle, as well as certain special advantages 
for the U.S. businessman seeking trademark protection 
abroad. Such rights include a 6 months “right of 
priority” which is created by tiling a first trademark 
application m the United States or another inembei 
country, followed by the filing of a corresponding 
application in any other convention country within the 
next 6 months. The effect is to give the second-filed case 
the same status as if filed on the same date as the first. 

Also, under a Paris Union Convention Revision 
’dopted in 1958, a U.S. national may register his 
"idemark in any country adhering to that Revision 
•'ut 52), if it is otherwise a proper application, 
out the need of a prior registration of the same 
. in the United States. The new revision also 


strengthens protection for marks for services, as well as 
those for goods. 

The United States has also concluded a number of 
bilateral arrangements with members of the above 
Conventions, and other countries, under which U.S. 
citizens receive national treatment and other protection 
against discriminatory practices in acquiring and main- 
taining trademark rights. 

There are several international agreements in effect 
under which trademark applications can be filed with a 
central source for protection in a number of countries. 
The United States is not a party to such agreements. 
However, it is desirable for a firm seeking trademark 
protection abroad to have its attorney deteimine the 
circumstances under which a U.S firm may use tliese 
central filing procedures. Regionally, such agreements 
currently in effect are the Afiicaii and Malagasy Indus- 
trfel Property Agreement (Union) and the Benelux 
Trademark Convention (see summaries). 

Tlie Madrid Agreement Concerning The Inter- 
national Registration of Trademarks, which is organized 
on an international basis as distinct from a regional basis, 
IS adhered to by 23 countries. Under its provisions, a 
trademark fust registered nationally in a membei coun- 
try can be applied for by the owner in the other 22 
countries through a single filing with the World Intellec- 
tual Property Organization (WIPO) Central Bureau in 
Geneva. The Bureau, upon receipt of the application, 
distributes it to the otliei member countries for pro- 
cessing and, it qualified, registration by each in accord- 
ance with Its own laws. Countries have a right to refuse 
protection within I year from the date of publication of 
the international mark. Under the original Agreement 
text, such registrations were always dependent on the 
prior home registration; if the latter was ever cancelled, 
those in the other countiies became invalid. Under a text 
adopted at Nice in 1957, dependence of subsequent 
registrations on the prior home legistration is limited to 
a period of 5 years. Aftei that time, such marks may no 
longer be terminated by a single action directed against 
the prior home mark. . 

In June 1973, the U.S. participated in a negotiating 
conference which adopted a new Trademark Regislia- 
tion Treaty (TRT), pioviding for simplified central filing 
procedures while containing some basic proceduial 
differences fiom the Madiid Agreement. The TRT 
provides tJiat for a single fee, a trademaik application 
can be filed with the WIPO Central Bureau in Geneva. 
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Unlike filings uiulci llie Miicliid Agieenicnl, the appli- 
cant will not need a piior home legislration. The filing 
of a TRT application will have the effect of a filing in 
each coiinliy designated thcieon by the applicant. The 
mark, aflei filing, will then be published and circulated 
by WirO to mcmbci countiics whereupon each country 
designated by the applicant has 15 months within which 
to icfusc legistiation iintlci its national law. if no timely 
refusal is indicated by a designated member country, the 
niaik is deemed legisteicd Iheie. No member country 
will be able to lefiise a maik on gioundsof non-use, nor 
cancel it on such giounds for at least 3 years after its 
registiation. Tlic TR'l’ will come into elfect when five 
countries tiave ratified it, and the U.S, will have to 
amend its 'riademaik Law so as to piovide foi registra- 
tion of maiks prior to use, if it desires to adheie. 

Pioinpl registiation of liademaiks is advantageous 
for U.S. cxpoitcis in those countries where they intend 
to do business and wheie Llieii products may be 
iiiaiketed by others. In most countiies, trademark 
applicants aie not loqtuicd to picsent evidence of use of 
a mark prioi to icgisUation. This is diffeienl fiom the 
US. .system wheie a mark must bo used in older to 
acquuc legally lecognizcd owneisiup rights. 

In many countiies, the first poison to apply for and 
acquiio legisliation of a niaik is recognized as its lighlfu! 
ownci. In the Uiilisli Commonwealth countiies and 
ocitain utheis, tlic applicant must cither show use, or 
specify inleiuled use; in which case the maik must be 
used within a certain period aftei registration. 

Geneially, in civil law countries sucli as France, the 
first applicant i.s entitled to registiation and protection 
of a itiaik regardle.S8 of wlietUer it may have been 
previously used by anotlici party. In these countries 
which have no puor use requirements, registiation of 
marks owned in the United States are sometimes 
acquired by poisons without authority of the U.S. 
owner. Such poisons then use these registrations to 
prevent the owncis of tile trademark rights in the United 
States fiom impoiting then goods, or to compel them to 
license the mark.s to litc registrants, oi to employ the 
latter a.s local distributors in order to do business in thcii 
countries. 

Unlike patenls, trademark legistraiions can be re- 
newed indefinilely. Tlieii initial duration and renewal 
periods vary fioin country to country. In countries with 
laws patlcined on the British system, it is usually 7 
years, lencwable foi 7 to 14 yeais thereafter. In most 
other countries, it is 10 to 20 yeais. Most countries 
require a tiademaik to be used within a specified period 
after its registration, otheiwise it is subject to cancella- 
tion. , 

Vaiious countries, primarily those in the British 
Commonwealth, have a “Registered User” requirement 
in Lheii tiadcinaik laws undei which certain details of a 
trademark license must be recorded with the govern- 
ment. This iccoidation requirement enables licensor 
enforcement over a licensee’s trademarked products, to 
ensure that they maintain the same specifications and 
quality standards as those of the licensor. In other 
countries, the license agreement itself must beregistere 
with the government to be enforceable. 


The most widely used trademark classilication 
system is that currently established under the Arrange- 
ment of Nice Concerning the International Classification 
of Goods and Services to Which Trade Marks Apply, 
adopted June 15, 1957. It consists of 34 product and 8 
service classes. The system is used by the United States 
and about 60 other countries. 

For more detailed data on step-by-step procedures 
to be followed in protecting their trademark rights 
abroad, expoitcrs should seek advice and assistance from 
competent legal counsel relative to the countries where 
they desire to do business. 

Summaries of trademark laws throughout tlie world 
follow • 

Afglianistan-Registrations valid 10 years from ap- 
plication filing date, renewable for similar periods. First 
applicant entitled to registration. Prior user may contest 
legistration within 3 years. After 3 years, no claims 
against valid registration heard by Commercial Court. No 
use requirement unless ordered by government. 

Africa and Malagasy Union-Members of Union and 
parties to Accord for the Creation of an African and 
Malagasy Industrial Property Office (OAMPl) are Came- 
roon, Central African Repubbe, Chad, Congo (Brazza- 
ville), Dahomey, Gabon, Ivory Coast, Malagasy Repub- 
lic, Mauritania, Niger, Senegal, Togo and Upper Volta. 
Accord applies to trademarks as well as patents and 
industrial designs; establishes common system for of- 
feiing protection m member countries through filing 
with Central Office, Yaounde, Cameroon. 

Trademark appbeation filed with, and registration 
granted by, Central Office has protection of national law 
in each member country, valid for 20 years from date of 
deposit (filing date). Renewable for mdefiiute periods 
No examination or opposition. Registration incon- 
testable on prior user grounds after 3 years. Mark must 
be registered to be recognized as owner’s property right 
in member countries. Marks registered by Central Office 
may be annulled by Civil Tribunals of member countries 
in their territories, if such marks found to be contrary to 
public order, lacking distinctiveness, or liable to public 
deception. Transfers and assignments must be entered 
with the special Central Office Register to be enforce- 
able. 

Albania- Registrations valid 10 years from applica- 
tion date, renewable like periods. First applicant, as user, 
entitled registration. Applications examined, no opposi- 
tion provisions. Prior home registration required for 
foreign marks to be accepted for registration. Duration 
of foreign mark registration cannot exceed prior home 
registration, 

Algeria -Registrations valid 10 years from applica- 
tion filing date, renewable for like periods. Registrations 
in force July 3, 1962 valid to 15 years, provided 
registrant made “continuous use” request before Dec. 
24, 1966. First applicant entitled to registration. No 
examination or opposition proceedings. Immediate pub- 
lication after registration. Mark must be used within 1 
year of registration Requests for cancellation on 
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grounds of confusion or conflict with another’s mark 
permissible within 5 years of contested registration’s 
date. 

Argentina- Registiations valid 10 years from regis- 
tration date; renewable for similar periods. First appli- 
cant is entitled to registration. Applications examined, 
published for opposition, which must be made within 30 
days. Cancellation action on contention registration 
contrary to law must be brought witlim 10 years of 
registration date; no time limit for hanging cancellation 
action on prior rights grounds. No use requirement 
except as ordered by government. 

Australia— Registrations valid 7 years from applica- 
tion filing date; renewable 14 year periods. First 
applicant, as user or intended user, entitled registration. 
Trademark registrable Part A, must distinguish appli- 
cant’s goods from others. After 7 years, mark becomes 
incontestable on most grounds. Trademark registrable 
Part B need not be distinctive but capable, in use, of 
becoming distinctive. Part B registration has no incon- 
testability rights after 7 years validity, as does Part A. 
Certification marks registrable Part C. Defensive marks, 
if already registered Part A, registrable Part D. Applica- 
tions examined, pubhshed opposition, 3 months. Mark 
can be cancelled upon proof registered without intent to 
use ox, if no bona fide use within 3 years after 
registration. “Registered User” provisions. Australian 
Trade Marks Act extends to Norfolk Island, Papua and 
New Guinea territories. 

Austria— Registrations valid 10 years from applica- 
tion date, renewable like periods. First applicant entitled 
registration. Applications examined, no opposition pro- 
visions. Prior user claimant can seek cancellation within 
5 years from registration date. No use requirement. 

Bahrein-Trademark registrable (1) if registered in 
United Kingdom or (2) if to be used as local trademark 
111 manufacture or sale goods in Persian Gulf States of 
Bahrein, Kuwait, Qatar, Muscat and Oman, and Trucial 
States. Registrations based on corresponding U.K. regis- 
trations are for 5 years from registration date in Bahrem. 
Local trademark registration duration is 7 years from 
application filing date, renewable lor 15-year periods. 
Foreign trademarks not registered in United Kmgdom 
are not registrable. 

Barbados-Registrations valid 7 years, renewable for 
14 years. Person claiming ownership of mark, as first 
user or intended user, may apply for registration. One 
month opposition period. No use requirement. 

Bangladesh (Formerly East Pakistan)— Trademark 
registered in Pakistan before March 26, 1971,invahdated 
Bangladesh, Revalidation such marks obtainable only if 
applied for before September 13, 1974. Revalidations 
retroactive to registration date in Pakistan for period 
originally granted under Pakistan law. Applications 
pending in Pakistan March 26, 1971, not valid Bangla- 
desh. New applications must be filed in Chittagong. Text 
of Pakistan law has been adopted. 

Belgium-See Benelux. 


Benelux-Benclux Trademarks Treaty and Uniform 
Trademark Law, effective January 1, 1971. Establishes 
Benelux Trademaiks Office at The Hague covering 
Belgium, Netherlands, and Luxembourg. Registration 
effective all three countries only on basis single applica- 
tion Not possible file for, or secure, registration any 
separate country. Registrations valid 10 years from 
appUcalion date, renewable like periods. First applica- 
tion entitled registration. No examination or opposition 
provisions. Registration effected, if application meets 
formal requirements. Registrations must be used within 
3 years of issue or during uninterrupted 5-year period. 

Bolivia-Registrations valid 10 years fiom registra- 
tion date, renewable for similar periods. First applicant 
entitled to registration. Applications published for oppo- 
sition wilhm 50 days. Right of ownership becomes 
conclusive after registration is valid for 18 months. No 
use requirement, except for pharmaceutical and chemi- 
cal products. 

Botswana— Registration possible on basis of prior 
registration in South Africa or United Kingdom; valid 
for unexpired term of prior registration. Renewable with 
home registration. No examination, opposition. 

Brazil— Registrations valid 10 years from issue date, 
renewable like periods. Fiist applicant entitled to regis- 
tration. Apphcations examined, published 60 days oppo- 
sition. Mark must be used within 2 years and not 
discontinued for more than 2 consecutive years. Mark 
registered more than 5 years immune trom annulment 
action. Mark covering pharmaceutical product must be 
licensed by Brazilian Health Department before registra- 
tion. 

Bulgaria-Registration valid 10 years from applica- 
tion date, renewable for similar periods. First appheant 
entitled to registration and exclusive use of mark. No 
opposition 01 examination. Prior user may contest 
application, if he files own trademark apphcation within 
3 months of objection date. Mark not used for 5 years 
can be cancelled. 

Burma-No tiademark law. Possible to acquire 
legally recognized owneiship as first usei under Common 
Law. Can lecoid Declaiation of Ownersliip in Office of 
Registrar of Deeds, Rangoon, and publish caution notice 
in newspapers. 

Burundi- Registrations granted for unlimited dura- 
tion. Peison applying as fust public usei leceives 
registration. No examination or opposition. Registiation 
piesumes valid propeity right unless proof to contiary 
submitted to authorities. 

Cambodia— See France 

Caiiada-Marks registered under Unfair Competition 
Act of 1932, renewable every 15 years. Those regisleied 
under Trade Mark and Design Act of July 1, 1954, are 
valid 15 years fiom registration date, and are renewable 
for like periods. Person fust to use maik or make mark 
known in Canada, or who previously registered and used 
mark in Pans Union country, or who intends to use 


46 



nuiik in Canada is entitled to registiation Applications 
examined for propci foim and content, published for 
opposition within 1 inontli If no successful opposition, 
application allowed Maik not used 3 consecutive years 
can be cancelled ‘Rcgisteicd User’ piovisions. 

Ceylon-Sec Sii Lanka 

Chile -Registiations valid 10 yeais from registration 
date; lencwable foi sinulai peuods First applicant 
entilled to legistialion, if fust to use maik continuously. 
Opposition period is 30 days after publication. Two 
yeais after legistiation maik generally becomes mcon- 
loslable. No use lequuement. 

China (Taiwan)— Registiation valid 10 years from 
icgislialion dale, lenewable like peiiods. Fust applicant 
entitled to legistration Applications examined, pub- 
lislied foi 3-inonlh opposition peiiod. Registiations must 
be used within 1 year of legistration and use not 
discontinued for 2 yeais. Cancellation action can only be 
sought within 3 years of registration. 

China (People’s Republic of) -Registiations to foi- 
eigncis issued foi teiin fixed in individual cases by 
Central Industiial and Commeicial Admimstration. 
Foieign nationals may apply only if reciprocal trade- 
maik protection agieement exists between country and 
PRC. No such agreement with United Stales. Possible foi 
U.S. film to as.sign mark to subsidiary in country having 
sucli agieement (Canada, United Kingdom, Sweden, 
Aiisliaha, Switzerland, Denmark, Finland, and Itlay) and 
have subskliaiy apply. First applicant entitled to registra- 
tion. No foieign language usable for trademarks in 
domestic liadc but, maiks with foreign language usable 
foi cxpoit pioducts Applications exammed, no opposi- 
tion pioceduie. Rcgistcicd mark must be used within 1 
ycai. 

Colombia-Registialions valid 10 years from regis- 
tration date, lenewable foi 5-year periods. Fiist apph- 
canl entilled to registiation. Piioi use can serve as 
rightful owneiship giounds foi contesting another’s 
application oi legistiatioii of similat mark. Applications 
examined, published foi opposition within 30 days. 
Registiation subject to cancellation, if not used within 5 
yeais, 

Congo (Kinshasa)-See Zaire. 

Costa Rica- Registiations valid 15 years from regis- 
tration dale, renewable for similar periods. First appli- 
cant entilled to registration. No pioprietary lights in 
absence of legistration. Applications examined, pub- 
lished 2 months opposition. No use lequiiement except 
foi marks regisleied for chemical oi pharmaceutical 
products. No prioi home registration requiiement for 
foreign applicants who have business establishments in 
own countries. 

Cyprus-Registrations valid 7 yeais from application 
dale, lenewable foi 14-yeai peiiods. Person claiming 
piopiietoiship of maik may apply for its registration. 
First usei lights lecognized. Applications examined, 
publitihcd opposition 2 months. Mark registered Part A 


of Register and not conte.sted for 7 years cannot be 
challenged except upon proof it was obtained by fraud 
or deception, Mark not used 5 years may be cancelled, 
unless non-use was due to special ciicumstances. 

Czechoslovakia-Registrations valid 10 years from 
application filing date, lenewable foi simiiar periods. 
First applicant entitled to legistiation Another party 
proving piior use in Czeciioslovakia for same class of 
goods may apply for cancellation within 3 years of 
registiation date, Apphcations examined No opposition 
or use requirement. 

Denmark-Registrations vahd 1 0 years liom registra- 
tion date, renewable for similar periods. First applicant 
entitled to registiation. Party claiming prior use mark 
after legistration can, within 5 years of registration date, 
secure cancellation from Courts upon proof of such use. 
Examination piovisions, opposition period 2 months. No 
use requirement, 

Dominican Republic-Registrations granted for 5, 
10, 15, oi 20 yeais from registration date, at appheant’s 
option; renewable for similar periods. First applicant 
entitled to registration. Examination, but no opposition 
provisions. When trademark applicant finds previously 
registered similar mark, fust legistration can be cancelled 
if used less than one quarter time during which 
newly-apphed-foj maik has been used by applicant. 
Cancellation of registration on grounds of similarity to 
raaik previously registered must be sought within 3 years 
after legistration of contested mark. Registered mark 
must be used within 1 year of registration date. 

Ecuador-Registiations vahd 20 years from applica- 
tion date, renewable for 15-year periods. First applicant 
entitled to legistration. Examination procedure; applica- 
tion pubUshed for opposition four times, with 1 0-day or 
more mtervajs between each piibhcation. Prior user 
claimant must seek cancellation within 5 years of 
legistration date. No use requirement. 

El Salvador-Registrations valid for 20 years, re- 
newable for similar periods. First applicant is entitled to 
registration, prior user may contest registration up to 5 
years. Apphcations examined, published for opposition, 
which must occur within 90 days. If mark not used, or 
use discontinued within year after registration, it can be 
cancelled. Foreign-owned mark used outside country 
meets use requirement. Customs authorities can prohibit 
impoit goods bearing infnngmg marks. 

Ethiopia-No trademark law. May be possible to 
secure some protection by pubhshing cautionary notice 
in newspaper and filing copy of it and home registration 
with Miiiistiy of Commerce in Addis Ababa. 

Finland-Registration valid 10 years from registra- 
tion date, renewable for similar periods. First applicant 
entitled to registration. Examination provisions; opposi- 
tion peiiod 2 months after publication. Contestability 
on pnor use grounds permissible within 5 years of 
registration date. Mark not used 5 years can be cancel- 
led. 
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France-Present trademark law effective Aug. 1, 
1965. Registrations valid for 10 years from application 
filing date. As transitory measure, all registiations 
effected before Aug. 1, 1965, enjoy 15-year protection 
from appbcatton tiling date. First applicant obtains 
registration, exclusive ownership of mark even though 
previously used by others Only exception, owner of 
mark already very well known in France as belonging to 
luni rather than registrant can sue registrant for cancella- 
tion within 5 years after registrant’s application date. 
Examination for registrability, but not prior marks, no 
opposition proceedings. Mark not used for 5 consecutive 
years subject to cancellation. 

Former French Colonies, now independent coun- 
tries, of Cambodia, Laos, and Mali continue to apply 
earlier Frencli Trademark Law (1857) to their jurisdic- 
tions. Applications should be filed directly in these 
countries. In Guinea, mark must first be registered in 
France to be registered and protected there. French 
1965 law applies to Martinique, Guadeloupe, French 
Guiana, St. Pierre, Miquelon, and French Polynesian 
Islands. 

Gambia-Marks registered in United Kingdom are 
registrable on a co-terminous basis. Independent applica- 
tions also permissible. Registrations valid 14 years, 
renewable for similar periods. Examination provisions, 
3-month opposition period. 

Germany, Federal Republic of— Registrations valid 
for 10 years from application filing date, renewable for 
similar periods. First applicant is entitled to registration 
Registration, not prior use. confers proprietary rights. 
Only exception is recognition of marks in notorious use 
as belonging to original user. Examination procedures 
for registrability, not prior marks. Apphcations pub- 
lished for three months’ opposition. Mark must be used 
within 5 years of registration date, otherwise subject to 
cancellation. 

Germany, Democratic Republic of-Registrations 
valid 10 years from appUcation date, renewable bke 
periods. First applicant entitled to registration. Prior 
user, upon proof, can have registration cancelled. Appli- 
cations examined, no provision for opposition. No use 
requirement, but, mark can be cancelled if business in 
which used expires No time limitation for cancellation 
action. 

Ghana-Registrations valid 7 years trom apphcation 
filing date, renewable for 14 year periods. Register 
consists of Part A (distinctive marks) and Part B (marks 
capable of becoming distinctive). First person applying 
as user or intended user of mark is entitled to legistra- 
tion. Applications examined, published for opposition, 
which must occur within 2 months. Registration can- 
celled if not used 5 years. “Registered user’’ provision. 

Creece-Registrations valid for 10 years from appli- 
cation filing date, renewable for similar periods. First 
applicant is entitled to registration. Examination pro- 
cedures, opposition period 6 months. Prior user has 
rights if he proves mark is sufficiently known in his 
business in Greece; has 3 years from registration date to 


seek cancellation but teim begins only after first sale by 
registrant. Registration can be cancelled if legistrant fails 
to place on market goods beaiing the mark within 3 
years of legistration date (1 year for periodicals and 4 
years toi pharmaceutical marks) or if legistrant has 
discontinued business or not offered pioducts bearing 
mark for sale for 2 yeais (1 yeai for periodical marks). 

Guatemala-Registrations valid 10 years fiom regis- 
tiation date, renewable foi similar peiiods. First appli- 
cant entitled to legistiation. Seaich procedures exist. 
Apphcations published three times for opposition. Op- 
position must be filed within 40 days of first publica- 
tion, No compulsoiy use, except as oidered by the 
government in special cases. Prior home legistration 
requirement for U.S. applicants. 

Guinea-See France 

Guyana (formerly British Guiana )-Registrations 
vahd 7 years from application filing date, renewable for 
similar periods. Person applying as fiist user is entitled 
registration. Owner of U.K. registration may also apply 
for registration on this basis. One month opposition 
period. Registered mark not used 5 years can be 
cancelled. Register consists of Part A (for distinctive 
marks), B (for marks capable of becoming distinctive) 
and C (registrations based on those in the United 
Kmgdom). ‘Registered User’ provisions, 

Haiti- Registrations valid 10 yeais from registration 
date, renewable for similar periods. Fust applicant is 
entitled to registration. Prior user can seek cancellation 
within 5 years of registration date. Applications pub- 
lished for opposition, which must be made within 2 
months. For opposition to be accepted opposer must 
also file application toi contested mark, if not alieady 
registered. Mark can be cancelled if not used within 5 
yeais. 

Honduras-Registrations valid 10 yeais from regis- 
tration date, renewable for similar periods. First appli- 
cant IS entitled to registration. Applications published 
three tunes, at 10-day intervals, foi opposition, which 
must be filed within 15 days of last publication. Maik 
must be used for more than a year after legistiation, 
otherwise considered abandoned unless revalidated upon 
fee payment. 

Hong Kong-See United Kingdom. 

Hungary-Registration valid 10 yeais from applica- 
tion filing date, renewable for similai periods. First 
applicant is entitled to legistration. Prioi user, upon 
proof, may apply for cancellation. Registeied mark must 
be used within 5 years, otherwise can be cancelled. 
Applications examined. No opposition piovisions. 

Iceland-Registrations valid 10 yeais fiom registia- 
tion date, renewable foi similai periods, First applicant 
IS entitled to registiation. Piioi user may contest 
legistration within 5 yeais of registration date. Examina- 
tion procedures. No publication foi opposition; anyone 
desiring to oppose application must request such right 
from Registrar. No compulsory use. 
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India Registiiilions valid 7 years from application 
filing date, lenewable foi similar peiiods First applicant 
who claims ownership through use is entitled to registra- 
tion. Undei ceilain conditions proven piior user may 
also have light to registci nuiiK. at same time Register 
divided into I’ait A (distinctive marks) and Part B (inaiks 
capable ol becoming distinctive) Ceititication and de- 
fensive niaiks legistiable Part A. Applications examined, 
published 3 months’ opposition. Any mark, except 
defensive maik, can be cancelled if not used con- 
tinuously toi 5 yeais, unless non-use was due to 
ciiciimslances over which registrant had no control. 
‘Registeied Usei’ provisions, 

Indonesia - Registiations valid 10 yeais fiom regis- 
tration date, lenewable loi siinihu periods, Registration.s 
and lenewals made before Nov. II, 1961, are valid 20 
yeais. F.xclusivc lights to mark aie based on its first use 
in Indonesia. Fust applieant considered first user. To 
preserve first iisei status, legistiaiU must use mark within 
6 months of legistiation date Examination, but no 
opposition piovisions. Adveisc decisions on application 
appealable to Distiict Court, Djakarta. Cancellation 
petitions also can be filed with lliat Court, but within 9 
months ol legislralion’s publication date. Mark must be 
used wilhm 3 yeais, 

Irnii-Regislralions valid 10 yeais from application 
filing dale, renewable for similar periods. First applicant 
is entitled to registration. Piior usei claimant must 
contest it witliin 3 years. Applications made public for 
inspection, opposition; also examined. Allowed applica- 
tions published foi opposition within 30 days. Registra- 
tion, if not used by registrant in Iran oi abroad 
within 3 yeais of effective dale, can be cancelled. 

Iraq- Registrations valid 15 years from application 
filing dale, lenewable for similar peiiods. Registered 
niaik becomes incontestable af'tei 5 years. Applicant, as 
usei Ol intended user, is entitled to registration. 
Applications given preliminary search; published opposi- 
tion three consecutive times; opposition must be filed 
within 90 ilays of last publication date. Regi.stration not 
used for 2 consecutive years can be cancelled unless 
ownei piovcs non-use was due to circumstances over 
whicli he had no control. 

Iielaiul -Registrations valid 7 years fiom application 
filing date, icncwablc for 14-yeai periods. First applicant 
as usei, Ol intended usei, is entitled to legistration. 
Maiks aie legisteied Part A (distinctive) or Pait B 
(capable of becoming distinctive). Ceitification marks 
regisUable Pait A. Pait A registration is incontestable 
after 7 years except on giound.s that the mark was 
acquired Ihiough fiaud, consists of unmoral or deceptive 
subject mattci. Examination procedures; 1 month oppo- 
sition pciiod. 

Israel -Registiation valid 7 years from application 
filing dale, renewable for 1 4-year periods. First applicant 
or prior user is entitled to registration, whichever is 
eailicr. Registiation is contestable on prior user grounds 
within 5 yeais. Examination proceduies, opposition 
period, 3 months. Mark subject to cancellation, if not 
used within 2 years. “Register user” provision. 


Italy-Registrations valid 30 years from application 
filing date, renewable tor^similar periods First applicant 
IS entitled to registration, i’nor user ha.s contestability 
rights for 5 years. To secure cancellation ol registration, 
he must show that his prior use of mark was sufficient 
for il to be publicly known before contested mark’s 
registration date. No examination or opposition pio- 
visions. Mark must be used within 3 years ot registration 
dale, must also be used continuously for 3 years. 

Jamaica-Registrations valid 7 years from applica- 
tion filing date, renewable for 14-year periods. Register 
divided into Part A (distinctive) and Part B (capable ot 
becoming distinctive). Part A registrations are conclusive 
as to validity alter 7 years First applicant as user, or 
intended user, is entitled to registration. Examination 
procedures, one montli opposition period. Registration 
cancellable if unused tor five years. “Registered User” 
provisions. 

Japan-Registralions are valid 10 years from regis- 
tiation dale, renewable for similar periods Frist appli- 
cant IS entitled to registration. Another person widely 
using mark before first application filed may be per- 
mitted to continue such use even after registered by 
someone else. Examination procedure, 2-moiitli opposi- 
tion period. Registration cancellable if not used for 3 
consecutive years (unless there was good reason tor such 
non-use), oi it it is deemed similar to someone else’s 
“well known” mark, or if used m a deceptive manner; or 
if otherwise registered contrary to law. Incontestable 
after 5 years except on grounds of misleading use or 
deception. 

Jordan-Registration valid 7 years trom application 
filing date, renewable foi 14-year periods. First applicant 
as usei, oi intended user, is entitled to registration. 
Examination procedures Opposition period 3 months. 
Registration can be canceled on grounds of non-use or 
no bona fide intention to use during 2 years preceding 
cancellation petition, unless non-use was due to con- 
ditions over which registrant had no control. Mark is 
incontestable 5 years after registration date. Unless mark 
is registered, no infringement damages can be recovered. 

Kenya-Registration valid 7 years from application 
date, renewable foi 14-year periods. Register divided 
into Part A (distinctive) and Part B (capable of becoming 
distinctive) First applicant as user or intended user is 
entitled to registration. Examination procedures. Oppo- 
sition period 60 days, Registiation cancellable if mark 
not used in 5 years “Registered user” provisions, 

Korea- Registration valid 10 years from issue date, 
renewable like period. First applicant entitled to registra- 
tion. Applications examined, published 30 days for 
opposition. Registration must be used within 1 year 
after issue. Cancellation action limited to 5 years on 
grounds mark registered improperly under law’s criteria. 

Kuwait-Registrations valid 10 years from applica- 
tion fiUng date, renewable for the same period. First 
applicant is entitled to registration. Registration incon- 
testable after five years. Accepted applications published 
for opposition m three consecutive issues of the Official 
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Gazette Oppositions must be tiled within 30 days of last 
publication Mark can be cancelled il not used foi 5 
consecutive years 

Laos-See France 

Lebanon- Registration valid for 15, 30, 45, oi oO 
years, at applicant’s option Renewable for similar 
periods First applicant is entitled to legistration. Prior 
user may contest registration up to 5 years aftei 
registration date Non*registrant who, 5 years aftei 
another’s registration of mark, can prove first use 
thereof can continue use of his mark lor up to 10 years 
from existing registration date Examination procedures, 
but no opposition or compulsory use piovisions. 

Lesotho— Registration possible on basis of prior 
registration in South Africa or the United Kingdom, 
valid foi unexpired term of prior registration. Renewable 
with home registration. No examination oi opposition. 

Liberia— Registrations valid for 15 years, renewable 
for similar periods. Infringement action not possible if 
plaintiffs mark unregistered First applicant is entitled 
to registration, but must prove mark not in use by 
anyone else. Examination procedures, but no opposition 
provisions Mark must be used within 2 years of 
registration date; otherwise cancellable. Also cancellable 
if owner neglects legal action against infringer or adopts 
new similar mark. 

Libya— Registrations valid 10 years after application 
niing date, renewable for similar periods. First applicant 
is entitled to registration. Hxainination procedures, 
opposition period 3 months. Registration incontestable 
after 5 years. Cancellable if not used for 5 consecutive 
years without justification. 

Liechtenstein-Regislrations valid 20 years from 
appLicution filing date, renewable for similar periods. 
First applicant is entitled to registration, No examina- 
tion or opposition procedures. Prior user rights recog- 
nized. 

Luxembourg-See Benelu.x. 

Malawi (Nyasaland)-Marks registered with the for- 
mer Federation of Rhodesia and Nyasaland before 
January 1, 1964, are effective in Malawi for their 
original term Certificate of Registration for such marks 
should be secured and entered in the Malawi Register 
Federation separated in 1963 into Malawi, Zambia, and 
Southern Rhodesia. Marks registrable in Malawi 7 yeaxs 
from application filing date, renewable for 14 years. 
First applicant, as user or uitended u.ser is entitled to 
registration. Register divided into Part A (distinctive), 
Part B (capable of becoming distinctive), C (certifi- 
cation) and D (defensive). Examination piocedures. 
Opposition period is 2 months. Registration cancellable 
if not used 5 years. Part A registration remaining valid 
for 7 years is incontestable on prior user grounds. 
“Registered User” piovisions. 

Malaysia— New Malaysian nation established Sept. 
16, 1963, consists of former Malaya, Sarawak, and 
Sabah (North Borneo). No central trademark law yet 


adopted; each separate State continues to enforce the 
law in effect m its area before that date Olfice of 
Registrar of Trademarks and Patents for Malaya, at 
Kuala Lumpur. Regisliai of Trademarks and Patents in 
Singapoie reportedly serving as Registiai for Sabah. 
Sarawak Registrar is at Kuching Registuitions lor each 
area are valid 7 years fiom application filing date, 
renewable for 14-year peiiods. Registeis in all areas 
divided into Part A (distinctive) and Pait B (capable of 
becoming distinctive). Associated, defensive and certifi- 
cation marks are legislrable. Fiist applicant as iisei is 
entitled to registiation. Examination procedure, opposi- 
tion peiiod 1 month after publication Mark not used tor 
5 yeais cancellable. “Registered Usei” piovisions. 

Mall-French Law temporarily applicable but appli- 
cations for registiations may be filed at Registry of 
Tribunal of First Instance at Bamako. Marks registered 
in France before independence date (Api. 4, 1960) 
should be re-registered. Registrations valid 15 years. 

Malta-Registiations valid 14 years fiom application 
filing date, renewable for similar periods. Applicant as 
first user is entitled to registration. Examination proce- 
dures, opposition period 2 montlis fiom publication. No 
use requirement. 

Mauritius-Marks legistrable on the basis of prioi 
U.K. registration or independently. Independent registia- 
tions valid 7 years fiom registration date, renewable for 
M-yoar period.?. U.K. -based legjstration valid and renew- 
able for term of basic registration. First user entitled to 
registration. No use requirement. 

Mexico-Registrations valid 10 years fiom applica- 
tion filing date, renewable for sitmlai periods Fust 
applicant can acquire registration subject to lights of 
prior users and of those foreigners entitled to 6 months* 
priority rights based on filings abroad. Prior user in 
Mexico can seek cancellation action within 3 years of 
contested mark’s registration date. Examination but, no 
opposition provisions “Regisleied User” provisions 

Monaco-Regislrations valid 15 yeais fiom applica- 
tion filing date, renewable foi similar peiiods. Exclusive 
right in trademark .secuied by registiation. No substan- 
tive examination or opposition proccduies, or com- 
pulsory use. Prior user may contest legisluition within 5 
years if mark being effectively used by him. 

Morocco (Formerly French Zone)— Foimci Ficnch 
and Spanish Zones of Moiocco, and Tangici Zone, 
formed Kingdom of Moiocco in 1956. No unified 
trademaik legislation yet adopted Protection in ex- 
Fiench Zone should be sought through Office Moiocain, 
Casablanca. Foi information on foimei Spanish and 
Tangier Zones, see separate summaries. Registuitions 
issued by Office Moiocain are valid 20 years liom 
registration date and renewable foi similai peiiods. Fiist 
applicant is entitled to legistration. Piioi usei may 
contest registration up to 5 years. No substantive 
examination or opposition pioceedings. Registcied mark 
must be used in Morocco oi ubioad, otherwise can be 
cancelled. 
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Morocco {Formerly Spanisli Zone)-Registrations in 
Spain filed before 1956 lenidin valid foi original 
duialions, No tacihties foi securing new registrations are 
apparent. 

Namibia (South West Africa)-Trademarks in South 
West Africa Act, effective January 1, 1974. First 
applicant as user, or intended usei, entitled to legistra- 
tion Marks registrable paits A or B. Other piovisions on 
duration, use, opposition and “Registered User” similar 
to those in Trademark Law of South Africa 

Nepal-Maik must be legistered to be protected No 
liinilation on duiation First applicant is entitled to 
registration; no opposition proceedings. 

Netherlands— See Benelux. 

New Zcaland-Registrations valid 7 years fiom 
application lihng date, lenewable foi 14-year periods 
First registrant, as user oi intended user, is entitled to 
registialion. Examination procediues. Opposition period 
3 months Marks legistrable as Pail A (distinctive) and 
Pail B (capable of becoming distinctive). Pait A registra- 
tions aie incontestable on piioi usei grounds aftei 7 
years. Certification, association and defensive marks are 
rcgistiable. Maik can be cancelled if proven it was 
registered without intent to use and it was not used up 
to I month before application filed or, if not used 
within 5 yeai.s before cancellation sought. “Rcgisteied 
User” inovisions. 

'riadcniaiks legisteied in New Zealand reportedly 
have validity in tlie Cook Islands, those legistered m 
New Zealand befoie Jan. 1, 1962, also have effect in 
Wcsletn Samoa 

Nicaiagua-Registralions valid 10 yeais from legis- 
tralion dale, renewable for similai periods. Fust appli- 
cant IS entitled to registialion. Subsequently pioven fust 
usei may have legistiation canceled. Oppositions re- 
fciicd to couils foi decision. No compulsoiy use but, if 
Inisine.ss in which maik is used ceases, or manufacture of 
goods is suspended foi a yeai, legistiation is consideied 
abandoned. 

Nigeria-Registiations valid 7 years fiom application 
date, lenewable foi 14-yeai period.s Registei divided 
into Pails A (distinctive) and B (capable of distinctive- 
ness). I’lrsl applicant, as user or intended user is entitled 
to legistiation. Opposition period is 2 months from 
publication. Registration cancellable if not used for 5 
years. “Regislcied usei” provisions. 

Norway— Registiations valid 10 yeais from regis- 
tuition date, lenewable foi similai periods. First appli- 
cant is entitled to legislration. Registration contestable 
on fust usei giounds within 5 years of legistration date. 
Rights to maik, if well known as belonging to pro- 
prietor, can be acquired without legistration. Examina- 
tion procedures. Opposition period is 2 months aftei 
publication. No compulsory use, 

Oman, Qatar-No trademark laws. Some protection 
available by publishing cautionary notice in certain 
Lebanese newspapers circulating locally. 


Pakistan-Adopted provisions India Trade Marks 
Act of 1940. Registrations valid 7 years alter application 
filing date, lenewable for 15-year periods. First appli- 
cant, as user or intended user, is entitled to registration. 
Pioven prior user may continue to use mark registeied to 
another and may be entitled to concuirent registration. 
Applications examined, opposition period is 4 montlis 
after publication. Registered mark not used on a 
continuous 5-year basis is cancellable. Registration re- 
mainmg valid 7 years is incontestable “Registeied User” 
provisions 

Panaraa-Registrations valid 1 0 years, renewable like 
periods. Marks owned and used abroad by foreigners 
legistrable only on basis of prior home registration 
Marks used only on goods made locally, registrable by 
first user in Panama. Applications examined, published 
for 3 months opposition. Registration must be used 
within 1 year of issue. Cancellation action by aggrieved 
party can be mitiated at any time. 

Paraguay— Registrations valid 10 years Iroin registra- 
tion date, renewable for similar periods. First applicant 
IS entitled to registration. Registration only basis upon 
which proprietaiy trademark rights established. Applica- 
tions examined only as to form, opposition period is 30 
days after publication No compulsory use except as 
oidered by government in individual cases. Infringement 
action cannot be brought by registiant after 3 years of 
the first occurrence of infringement or after 1 year from 
day registrant first knew about infringement, 

Pern— Registrations valid 5 years from application 
filing date, renewable for similar periods First applicant 
IS entitled to registialion Applications examined, pub- 
lished for 30-days opposition, Mark must be used to be 
renewed 

Philippines-Registrations valid 20 years from regis- 
tiation date, lenewable similar periods. To maintain 
registration owner must file at 5 year anniversaries, 
affidavit that mark still used. First user entitled to 
registration which becomes puma facie evidence of 
ownership. Examination procedures; opposition period 
30 days after publication. Murks registrable Principal or 
Supplemental Register. Registered marks recordable at 
Customs for seizure infringing imports 

Poland— Registrations valid 10 years from applica- 
tion date, renewable similar periods. First applicant 
entitled to registration and recognized ownership. First 
user may, upon proof, have application rejected or 
regisliation canceled Applications examined, published 
for opposition. No compulsory use. Infringement actions 
must be taken within 3 years after occurrence of 
infringing act 

Portugal-Registrations valid 10 years from registra- 
tion date, renewable for similar periods. First applicant 
IS entitled to registration, Prior user claimant may file 
for cancellation within 6 months of original contested 
registration’s date, providing he has not used mark for 
more than 6 months without applying for own registru- 
tion. Examination procedures. Applications published 3 
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months opposition. Registration can lapse if not used 3 
consecutive years. Prior home registration requirement 
for U.S. applicants. Portuguese registration can be 
recorded for protection in colonies of Angola, Mozein- 
bique, Macao, Cape Verde Islands, Timor, St. Thomas, 
and Prince’s Islands. 

Rhodesia — Registrations valid 7 years application 
date, renewable 14-year periods. First applicant, as user, 
or intended user, entitled registration. Register divided 
Parts, A, B, C, and D similar to U.K. law. Applications 
examined, published 2 months for opposition. Mark 
must be used within 5 years of registration date. 
Cancellation of Part A registration cannot be sought 
after 7 years of registration date. “Registered User” 
provisions, 

Romania— Registrations valid 10 years from appli- 
cation filing date, renewable for similar periods. Fust 
applicant is entitled to registration. Applications ex- 
amined, opposition period 3 months. Registrations 
incontestable after 5 years, except if obtained on 
fraudulent basis, are deceptive, or consist of official 
emblems or insignia. No use provisions 

Rwanda— Mark must be registered to be protected. 
First user is entitled to registration and enforcement of 
rights. Duration unlimited. No examination, opposition 
or compulsory use. 

Ryukyu Islands (Okinawa)— Reverted to Japan, May 
15, 1972, Japanese Trademark Law applies. 

San Marino— No separate trademark law. Trademark 
rights obtamed in Italy reportedly applicable. 

Saudi Arabia— Registrations valid 15 years from 
application acceptance date, renewable for similar 
periods. First applicant is entitled to registration Regis- 
tration is incontestable after 5 years. Applications, after 
acceptance, published for opposition for 6 months. 
Person who can prove that he used mark for year before 
It was first registered can continue to use it. Customs 
authorities can seize imported goods bearing marks 
infringing those registered in Saudi Arabia 

Sierra Leone— Registrations valid 14 years from 
application filing date, renewable for similar periods. 
U.K. registrations may be registered in Sierra Leone 
concurrently with original registrations. Register divided 
into Part A (distinctive marks), Part B (marks capable of 
becoming distinctive). First applicant, as user, is entitled 
to registration. Applications exanimed, published oppo- 
sition for 3 months. “Registered User” provisions. 

Singapore— Registration valid 7 years from applica- 
tion filing date, renewable for 14-year periods. Regis- 
terer divided into Part A (distinctive marks) and Part B 
(marks capable of becoming distinctive). First applicant, 
as user or intended user is entitled to registration. 
Applications examined, published opposition for 2 
months. Registration is cancellable if mark not used for 
5 years. Mark can be registered independently without 
prior U.K. registration, except for textile products. 
“Registered User” provisions. 


Somali Republic— Consists of foimer Biiti.sh Somali- 
land and Italian Territory of Somalia, Sepaiate Registra- 
tion Offices exist for each area. In foimer British aiea, 
owner of U.K registration can apply for co-teiminous 
registration, “Registeied user” provisions exist, In for- 
mei Italian area, registrations are valid 20 years. 

South Africa— Registration valid 10 yeais fiom 
application filing date, renewable for similar periods 
Registrations on applications filed before Jan. 1, 1964, 
are valid 14 years, renewable foi 10-year peiiods. Fust 
applicant, as user or intended user, is entitled to 
registration. Under certain conditions, mark being used 
by more than one person can be registered to several 
parties for concurrent use. Marks registrable as Part A 
(distinctive) and B (capable of becoming distinctive). 
Part A registration, if valid 7 years, becomes incontest- 
able on prior use grounds. Applications examined, 
published for 2 months opposition. Also, under informal 
procedures. Registrar can decide conflicting oppositions 
cases with the consent of both parties. Maik cancellable 
if not used within 5 years. “Registered User” provisions. 

Spain— Registrations valid 20 years from registration 
date, renewable for similar periods. First applicant is 
entitled to registration. Registrations incontestable on 
prior use grounds after 3 years, if continuously used by 
registrant and valid during that period. Applications 
examined, published for 2 months’ opposition. Can- 
cellable, if not used 5 consecutive yeais, unless such 
non-use was due to jorce majeure. 

Sri Lanka— Registrations valid 7 years from applica- 
tion date, renewable for 14-year periods. User or 
m tended user of mark can apply for its registration. 
Another person proving first user at latei date can have 
registration cancelled. Register has Part A (distinctive 
marks) and Part B (marks capable of becoming distinc- 
tive). Applications examined, published opposition 2 
months. Mark not used 5 consecutive years may be 
cancelled upon request of an mteiested party unle.ss 
non-use is due to conditions over which registrant had 
no control. 

Sudan-Registrations valid 10 yeais fioni applica- 
tion date, renewable like periods, First applicant entitled 
to registration. Applications examined, published for 
opposition (6 months tor local residents, 8 months 
foreigners). Mark must be used during 5 consecutive 
years preceding allegation of non-use by petition to 
cancel, otherwise can be cancelled. 

Surinam-Scc Netherlands. 

Sudan-Registrations valid 20 yeais fiom legis- 
tration date, renewable for similar periods. First regis- 
trant entitled to proprietary rights in mark. Applications 
examined, published opposition 6 months. Infringement 
proceedings possible by mark’s owner only if it is 
registered. Registration cancellable if not used 2 con- 
secutive years. 

Swaziland-Registralions co-teiminous with those in 
United Kingdom or South Africa. No examination oi 
opposition procedures. “Registered User” provisions. 
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Sweden- Registiations valid 10 yeais from regislia- 
(lon dale, renewable loi similui petiods. Fust applicant 
IS ciililled to icgihUaLion Ilegjslration incontestable on 
piioi user gioiinds attci 5 yeais. Rights can be acquued 
williout legistiation wlieie niaik achieves wide reputa- 
tion through established use of ownci. Applications 
examined, published opposition 2 months. Registration 
cancellable if not used 5 consecutive yeais 

Switzerland-- Registrations valid 20 years fiom ap- 
jhication tiling date, lenewable lor similar periods 
Ownership based on fust use, but maik must be 
legislered to be entoieed. Applications examined as to 
form and, il salislactoiy, allowed, No opposition pro- 
cedures. Maiks must be used within 3 years of registra- 
tion; and consecutively loi 3 years theieaftei; otherwise, 
cun be cancelled 

Syiinn Arab Republic-Registiations valid 15, 30, 
45, oi 60 yeais liom legistiation dale, at applicant’s 
option. Applications examined; no opposition pro- 
visions. Fust applicant is eiUilled to legistration. First 
iisci ihay contest legistiation within 5 yeais, otheiwise 
nuirk becomes incontestable on piioi user giounds unless 
shown that legistianl knew about piioi use when 
application was filed. Ihioi usei who loses lights to 
contest legistiation can continue to use maik 15 years 
aflei dale of legistiation. No compulsory use. 

Tangier Zone- -C’ontiruies to maintain Industrial 
Property Bmeau in Tangiei to leceive applications, issue 
icgistrations. Registiations valid 20 yeais from applica- 
tion filing date, lenewable foi similar peiiods. Fust 
applicant entitled regisliation. Fust user, destfing to 
contest legistiation, must fir.st file application for his 
mark. Aiiph^^ations published opposition 2 months. 
Regisliation cancellable, if not used 5 years. 

Tanzaniu -C’ompiises the foimer areas of Tan- 
ganyika and Zanzibai. Until a pci manent constitution Is 
finali/ed, tiademaik laws of each area lemain in force. 
I'licli has Regislei divided into Part A (distinctive 
niaiks); PaiL B (minks capable of becoming distinctive) 
Fiist applicant is entitled to legistration. Applications 
examined, Maiks foi cotton goods or metalwares must 
be logislered liisl in United Kingdom. Applications 
published for opposition within 60 days in Tanganyika, 
3 monllis m Zan/.ibai. Registration can be cancelled in 
eilliei ccniiitiy, if not used within 5 years. Registrations 
aie valid foi 7 yeais m Tanganyika, m Zanzibar for 14 
yeais, from aiiphcation filing date. Renewal period is.foi 
14 yeais in both aieas. 

Thailaiid--Rcgistrations valid 10 years from applica- 
tion filing dale, lenewable for similar peiiods. First 
person applying as owner of mark, is entitled to 
registration. Ownership based on proven first use. 
Infringement pioceedings cannot be instituted on behalf 
of uiiregisleied maik. Applications examined, published 
3 months opposition. Registration not used 5 years 
cancellable. 

Trinidad and Tobago-Registrations valid 14 years 
from application filing date, renewable for similar 
periods. Marks registrable as Part A (distinctive marks) 


or Part B (marks capable of becoming distinctive) First 
applicant, as user or intended user, is entitled to 
registration. Applications examined, published opposi- 
tion 3 months. Marks registered in United Kingdom 
qualify for registration. Registration cancellable if not 
used 5 years. “Registered User” provisions. 

Tunisia- Registrations valid 15 years from applica- 
tion filing date, renewable for similar periods. Person 
applymg as fust user of mark is entitled to registration 
No examination, opposition, or compulsory use 

Tmkey-Registrations valid 10 years from registra- 
tion date, renewable for similar periods. First applicant 
IS entitled to registration Registration contestable on 
prior user grounds within 3 years. Applications ex- 
amined as to form, registrability. No opposition pro- 
visions. Ordinarily mark not used 3 years is subject to 
cancellation, nationals of Paris Union countries are 
exempt from such use requirements. Prior home registra- 
tion requirement waived for foreign applicant on show- 
ing he IS engaged m manufacture or trade of particular 
goods. 

Uganda-Registrations valid 7 years from applica- 
tion date, renewable 14 year periods First applicant, as 
user, or intended user entitled to registration. Register 
divided Parts A and B as in U.K law. Applications 
examined, published for 60 days opposition period. 
Mark cancellable if not used within 5 years “Registered 
User” provisions 

United Arab Republic (Egypt)-Registrations valid 
10 years from application filing date, renewable for 
similar periods. First applicant is entitled to registration 
Contestable on prior user grounds for up to 5 years. 
Applications examined, published opposition 3 months. 
Registration cancellable if not used 5 years. 

United Arab Emirates (Abu Dhabi, Dubai, Sharjah, 
Ajman, Umm al Qaiwain, Ras Al-Khaimah and 
Fujairah)-Ras Al-Khaimah is tlie only Emirate to enact 
a iradeinaik law. In other Emirates, Cautionary Notice 
pubhshed in ccitain Lebanese daily papers may afford 
some protection. 

In Ras Al-Khaimah, registration valid 10 years from 
application filing date, renewable for similar periods. 
Applications, if acceptable, published for 60 day opposi- 
tion period. Registered mark must be used for 5 
consecutive years, otherwise subject to cancellation. 
Registration incontestable after 5 years of use 

United Kingdom-Registrations valid 7 years from 
application filing date, renewable for 14-year periods. 
Fiist applicant, as user or intended user, is entitled to 
registration. Marks registrable as Part A (distinctive) or 
Part B (capable of becoming distinctive) of Register. If 
valid 7 years. Part A legistration becomes incontestable 
on prior user grounds. Applications examined, published 
for opposition within I month. Application refused for 
Part A can be amended for possible registration as Part 
B. Registration cancellable anytime on proof that it 
was obtained by fraud, consists of scandalous matter, is 
misleading or deceptive, has lost distinctiveness, or is 
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Pan-American Trademark 
Conventions to which 


U.S. adheres 




1910* 

1923^ 

1929- 

Bolivia 

X 



Brazil 

X 

X 


Colombia . 



X 

Cuba 

X 

X 

X 

Dominican Republic 

X 

X 


Ecuador 

X 



Guatemala 



X 

Haiti 

X 

X 

X 

Honduras 



X 

Nicaragua 



X 

Panama 

X 


X 

Paraguay 

X 

X 

X 

Peru 

X 


X 

United States 

X 

X 

X 

Uruguay 

X 




* Convention for protection of trademarks, signed 
at Buenos Aires Aug. 20, 1910; entered into force 
for U.S. July31. 1912. 

^ Convention for the protection of commercial, 
industrial, and agricultural trademarks and com- 
mercial names. Signed at Santiago Apr. 28, 1923; 
entered Into force for the U.S. Sept 30, 1926 
^ General inter-American convention for 
trademark and commercial protection. Signed at 
Washington, Feb. 20, 1929; entered into force for 
U.S. Feb. 17, 1931 

Source: U.S. Dept, of State. 


otherwise contrary to law Applicant can obtain prelimi- 
nary advice from Registrar whether mark qualifies for 
Part A or B. If advised that mark is registrable and 
applies within 3 months, but application rejected, filing 
fee IS refunded Mark removable from register if not used 
continuously for 5 years. “Registered User’* provisions 

Many newly independent States which were for- 
merly British Colonies, now have new and independent 
trademark laws Some still recognize or require prior 
U K. registration These countnes aie summarized sepa- 
rately. Present British colonies and possessions generally 
fall into following broad categories regaiding trademaik 
protection afforded 

(1) Areas which provide protection only on the 
basis of existing registration in the United Kingdom, 
such as Bntisli Honduras, Falkland Islands, Gilbert 
Islands, Grenada, Gibraltar, St. Helena, Solomon Islands, 
Seychelles. Trademark registrations in these areas usually 
run for the duration of basic U.K. registrations 


(2) Areas wheie one can apply foi independent 
registration oi secure protection based on existing 
registration in the United Kingdom, sucli as Antigua, 
Bahama Islands, Beimuda, British Virgin Islands, Biunei, 
Dominica, Fiji Islands, Monserrat, Nevis, Anguilla, St. 
Vincent and St. Lucia Registrations in these areas aie 
usually giaiited tor 7- or 14-year periods. 

In Hong Kong, trademark registrations must be 
apphed for on an independent basis undei 1954 Ordi- 
nance. Register is divided into Part A (distinctive inaiks) 
and Part B (capable of becoming distinctive). Registra- 
tions valid 7 years (14 years if registered before Jamiaiy 
1, 1955), renewable for 14-year periods Mark becomes 
incontestable prior user grounds after 7 years registia- 
tion Appbcations examined, published for opposition 2 
months. Must be used withm 5 years. “Registered User” 
provisions. 

USSR-Marks registered foi term specified by appli- 
cant up to 10 years fioni application filing date, 
renewable on same basis. First applicant entitled registia- 
tion. Unregistered mark not enforceable. Applications 
examined, if satisfactory, allowed. No opposition pio- 
ceedings. Patent Bureau of the USSR Chamber of 
Commerce acts as agent for foreign applicants. Approved 
application reserved 3 months, if not completed by 
applicant, it is considered abandoned. 

Uruguay-Registiations valid 10 years from legistra- 
tion date, renewable for similar periods. Fust applicant 
IS entitled to registration. Contestable on piioi user 
grounds up to 2 years aftei registration date. Applica- 
tions examined, published Official Gazette Opposi- 
titions must be filed within 20 days of last publication. 
No compulsory use 

Venezuela-Registiations valid 15 yeais from regis- 
tration date, renewable for similiu periods. First appli- 
cant IS entitled to registration. Registeicd maik is 
contestable on prior use grounds up to 2 yeans after 
registration date Applications examined, if satisfactoiy, 
pubbshed for opposition within 30 days Registiation 
not used continuously 2 years is subject to cancellation. 

Western Samoa-Two legistiation systems, one 
based on overseas and other on non-oveiseas registia- 
tions. Owner of foreign mark acquued aflei Decembei 
18, 1972 may apply foi legistration within 2 yeais of 
eariiei registration date. Maik legisteied before that date 
may be registered by December 19, 1974, if complies 
with law’s registiation criteria. Bona fide local users of a 
mark have priority over other applicants. Owners of 
New Zealand legistiations registeied befoie Januaiy 1, 
1962, have piiority over other applicants, if marks 
applied foi bcfoie Decembei 19, 1973 Registrations 
based on oveiseas marks have duiation co-teinimous 
with latter Registrations not so based have 14-yeai' 
duiation, icnewable like peiiods. Application.s examined, 
published 3 months’ opposition’ period. Maik must be 
used withm 5 yeais of registiation. 

Yemen (People’s Democratic Republic of)-No 
tiademaik law, except in Aden terntoiy, where U.K. 
registrations may be legistered for duration oiiginal 
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rogistJiilion. I’ublicatioii cautioniiiy notice in ncwspapei 
only moans ol sccuiing any oUici piotection that may be 
available. 

Yemen Aiab Republic- No tiaclcmark law. Publica- 
tion cjtiilioiiaiy notice in local newspaper may afford 
some piotection. 

Yugoslavia -Rcgisliations usbued on an unlimited 
basis so long as legistiaiU continues to pay lequitcd 
julvaiice lees foi yeais ol protection desiied. Registia- 
tions usually icnewed on 10-yeai basis. Fiist applicant is 
entitled to legislialion Regislialion may be contested 
on i>iioi iisei giounils within 3 ycais ol legistiation date. 
Applications examined as to ioim, leglstiability, ex- 
isLonce ol conflicting icgisliations, if satislacloiy, al- 
lo^ved. No opjiosition piovisions. No compulsory use. 


Zambia (formerly Noithern R]iodesia)-Marks pre- 
viously legistered lor the formei Fedciation of Rhodesia 
and Nyasaland lemain in eftect in Zambia foi their 
original term Maiks are regisliable in Zambia foi 7 years 
fioni application filing date, renewable foi 14 years. 
First applicant, as usei or intended user, is entitled to 
registialioii. Registei is divided into Parts A (distinctive 
maiks), B (maiks capable of becoming distinctive), C 
(ceilification marks) and D (defensive maiks) Applica- 
tions examined, if satisfactoiy, published for opposition 
within 2 months. Registration cancellable if not used 5 
yeais. Part A legistiation valid for 7 years is incon- 
testable on prior iisei grounds “Registered User” pro- 
visions 

Zaue-Marks registered tor unlimited period Regis- 
tration gianted first applicant but parly later proving 
lust use acquires legal ownership. No examination or 
opposition provmons, 
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WEBB-POMERENE ACT; OVERLOOKED BY EXPORTER 


By VINCENT TRA VAGLINI, Director 
Office of International Finance and Investmeff t 


Manufacturers and exporters are taking a fresh look 
at an export incentive measure approved by Congress 
over 50 years ago-the Webb-Pomerene (Export Trade) 
Act of 1918, subtitled An Act to Promote Export Trade, 

BasicaDy, the Act provides qualified exemptions for 
export trade associations from tlie prohibitions of the 
Sherman Antitrust act of 1890 and the Federal Trade 
Commission and Clayton Acts of 1914. This limited 
exemption from the antitrust Jaws is conditioned by 
safeguards to domestic business competition, and there 
must be no restraint of the exports of any domestic 
competitor. 

One of tiic important purposes of tlie Act was to 
facilitate exporting by sinallei companies. In general, a 
Webb-Pomerene association may act as the export sales 
agent of the members, arrange transportation for the 
goods of the membeis, agree upon prices and terms of 
trade for sale of the members’ merchandise abroad, and 
arrange for distribution of tlie products in foreign 
markets. 

Many exporters are unaware of the cost-cutting 
advantages offered by meinberslup in sucii associations. 

Association Export Activity 

There are at piesent 34 legistered export associa- 
tions with over 300 membei companies (see Annex A, 
page 59). Existing associations are merchandising a 
variety of products in foreign commerce ranging from 
mechanical pencils to phosphate rock. 

Since inception of the Act, about 260 associations 
have been organized and well over 4,000 member 
companies have utilized the Act’s permissive exemp- 
tions, The largest association formed to date consisted of 
some 277 members, although associations have been 
organized with as little as two members. 

Webb-Pomerene associations accounted for about 
$1.5 billion of U.S. exports In 1971, or about 3.5% of 
the U.S. total exports of $43.6 billion in that year. The 
present percentage of total U.S. exports assisted by 
Webb-Pomerene associations compares with 2% m 1920 
and a high of 17.5% in 1930. 

How much of total exports ciinently reported can 
be ascribed directly to the influence of the Export Trade 
Act is not known. In the early years of the Act and 
through the thirties, it was customary for associations to 
participate strongly in marketing operations. Today, 
however, a large percentage of the associations perform 


functions which, though related to tiie sales of their 
members’ products abroad, do not necessarily represent 
actual buying or selling foi expoitation by the associa- 
tion. 

For example, about one-fouith of the cuirenl 
associations actually ship the product and fix the price 
and teims and conditions of sales of their niembei.s’ 
products abroad. Other associations perform a variety of 
functions such as developing new markets, maintaining 
trademarks, collection of maiketing infoimatioii, han- 
dhng and remission of funds, and dissemination of 
statistical matter. 

Although these functions relate indiieclly to expoi- 
tation of the product, they do not include those primary 
functions necessaiy to consummation of a sale to a 
foreign buyer. In these terms, the importance of export 
trade associations to total U.S, expoits would appeal to 
be less today than formerly. 

Diversity in Size 

There is a wide diveisity in firm .size among the 
members of the associations. Some have corpoiale 
members relatively laige in size, others are composed of 
small business units, and still others are a combination of 
both large and small producers. Experience indicates 
that the successful export associations generally restrict 
themselves to a single commodity or gioup of related 
commodities. 

Also, operations are most apt to succeed if the 
industry is one in which a limited number of producer.s 
account for the major pioportion of pioduction, and 
these leading producers are association members. Asso- 
ciations formed to handle a diversified line of non- 
competmg products soon decided that joint export 
operations were not suitable foi exploitation of unie- 
lated goods. 

Although firms representing the widest lange of 
industry have been included in export associations at 
one time or another, those groups which have survived 
longest lend to be associated with a few specific and 
fairly homogeneous products. Foodstuffs (especially 
grams and flour, milk, dried fruit, and vegetable oil), 
certain mmeral pioducts, wood and paper products, 
motion pictures, and electrical equipment have been 
favorites. 

Some associations have handled goods that aie 
normally branded or trademarked, but manufacturers 



have generally been unwilling lo risk the substitution of 
a common association label oi tiailemaik foi their own 
paiticular biaiuls. It would appear that highly specialized 
and well-known bianded products geneially aic able and 
prefer to “go it alone.” A notable exception is the 
machine tool associations, whicli weie organized chiefly 
to provide technical assistance and ciedit in markets too 
small to support scpaiale facilities foi each exporter, but 
even in this instance the goods are maiketed under 
member’s individual biand names. 

Forming on Export Association 

Legal foimalilics loi setting up a Webb-Pomerene 
association aie simple. 'I'he Act lequiies only that the 
association file with the Fedcial Tiade Commission 
(FTC) within 30 days after its oiganization. 

o A veiified wiittcn statement setting forth the 
location of its offices oi places of business, 

o Names and addresses of all its officcis, stock- 
holders and menibeis, 

• II iiicorpoialcd, a copy of the ceitificate or 
articles of incorpoialion and by-laws, oi if unin- 
corporated, a copy of the aiticles oi conliact of 
association. 

The Act also lequiics associations lo file on the first 
of Januaiy eveiy yeai a statemenl incorporating any 
changes in the above infoimation which may have 
occuricd during llie calendai yeai. No other icgulai 
repoits are requited loi legistiation, though the Fcdeial 
Trade Commission which adninisteis the Act, may, 
from time lo time, letiuiie infoimalion from the 
association conccining its organization, business con- 
duct, piactices, management, and leiation to olhei 
associations, coipoialions, paitncKsIups and individuals. 

If the t'ommission has reason to believe that the law 
has been violated, it investigates and then makes 
recommendations foi leadjusLinent of the association’s 
business. Should an association fail lo comply with the 
recommendations, llie Commission refers the mallei to 
(he ALLoincy Cieneial for appiopriate action. 

Oidinaiily an expoil association is foimed at a 
meeting of lepiescntalivcs of the industiy involved, and 
in some instances all piodiicers inleiested in export have 
been invited to join. Some associations, Iheiefore, 
represent a huge percentage of an industry or a large 
proportion of the cxpoil commodity to be sold, but this 
is not always tiue. Also tlicic may be more than one 
association within an industry. 

No expoilci seeking membership in an association is 
known to have been refused although memberships in 
some instances uie limited. When the Act was passed, the 
fear was expiessed that an expoiler would have lo turn 
over all of his existing business to an association on 
joining. This has not proved line, however, since 
members of some associations have continued theii 
independent effoits out.skle of the association. Such 
independence tends lo weaken the association and laise 
objections by other members, 

111 most instances the associations follow the lines of 
coopeialive organization— that is, they usually opeiate 
on q nonpiofil or expense basis. If the association is 


incorpoiated, stock mav be divided with refeience to 
size or volume of exports, or the stock may be of 
nominal value with each member holding one share. If 
the association is not incorporated, the initial member- 
ship fee is usually the same ior all members, but 
assessments to meet expenses are on a commission basis 
or reprc.sent a percentage of sales made for each 
member. 

Nature of Exemption 

The Sherman Antitiust Act, which prohibits con- 
tracts, combinations or conspiiacies in restraint of trade, 
and monopolization, also applies to commerce with 
foreign nations, including U.S export and import trade. 
Section 2 of the Webb-Pomerene (Export Trade) Act 
exempts from these proliibitions associations formed for 
the sole purpose of engaging in export trade and actually 
engaged solely in export trade. The exemption includes 
agreements made or acts by the association in the course 
of export trade. 

Exemption under the Webb-Pomerene Act, how- 
evei, applies to any association operating under the aegis 
of the Act only if it does not do any act which 
“artificially or intentionally enhances or depresses puces 
within the United States of commodities of the class 
exported by the association, or substantially lessens 
competition within the United States or otherwise 
restrains trade therein.” 

In explaining this piovision, the Senate Coinniittee 
on Inteistalc Commerce staled: 

“While we realize that any sales in foreign com- 
mcice may incidentally and temporarily result in the 
increase in price.s of the same article to liome consumers, 
these associations ought not be permitted to so conduct 
their affairs as lo artificially or intentionally and unduly 
enhance piice.s of the commodities in which they are 
dealing to the iiome consumer.” 

Section 3 of the Webb-Pomerene Act provides an 
exemption from the merger provisions of Section 7 of 
the Clayton Act witli respect to member companies 
buying .stock in an export trade association, thereby 
making it legal for competing sellers to join together if 
there is no restraint of competition within the United 
States. 

Section 4 of the Act broadens Section 5 of the 
Federal Trade Commission Act to include unfair 
methods of competition used in export trade, “even 
though the acts consLitutiiig such unfau methods are 
done without the teriitorial juiisdiction of the United 
States.” 

Association Functions 

The purpose of the Webb Act is to encourage the 
export of U.S. pioducts. The association may serve as 
export agent for the member companies, taking orders, 
negotiating sales, and handling the shipment of the 
goods. Or, the a.ssociation may purchase the members’ 
products for resale in foreign markets, under terms and 
conditions agieed upon by the members. 
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Some .Hsociations emplo>' agents and maintain 
offices abroad The expense of developing the sale of 
members' products tlirough advertising and introducing 
them in new markets may thus be shared by all the 
members, The association may bid on and secure large 
orders for shipmenfs over a long period, which a single 
company could noi handle. It can fill orders for a variety 
of grades, styles and dimensions by allocating the 
business among members 

I’nce-tixing, allocating quotas lor export, setting 
agreed terms of sale, and adopting uniform sales con- 
tracts are other association functions. Through the 
association’s power to make joint shipping arrangements, 
important savings may be effected, 

Practically all of the associations perform informa- 
tional services for the members They collect and 
disseminate trade information on market conditions 
abroad, foreign credits, stocks available for export by 
the members, (he toreign exchange situation of certain 
foreign countries, tariff requirements, shipping rules and 
regulations, foreign laws affecting foreign trade, and 
other data of value to U.S firms seeking export business. 

Not Exempted 

in Federal Trade Commission recommendations for 
readjustment and ni court decisions generally, the 
following conduct has been found to be outside the 
Webb exemption (the list is not intended to be a 
complete catalog of all possible illegality) 

Combmation or joint operations with foreign pro- 
ducers; agreements with U.S firms which are not 
association members; establishment of joint manu- 
facturing foreign subsidiaries, restrictive joint licensing 
activities; restriction of members’ patents, preventing 
imports into the United States; denying members giving 
reasonable notice-for example, 1 year-the right to 
withdraw from the association, or foicing former mem- 
bers to export through the association imlefinitely, 
accepting foreign customers or their representatives into 
an export trade association, requiring members to sell all 
their products in export exclusively through the associa- 
tion. 

Court Interpretation 

The amount of court interpretation of the Webb 
Act IS limited, there have been only two cases which 
offer significant help. 

The most important court construction of the Act 
occurred in 1950 m a case in which a Federal District 
Court held illegal an arrangement by four American 
Webb association members to establish jointly factories 
in England, Germany, and Canada The decree of the 
court required termination of the joint control over 
these foreign companies and the court confined the 
association's activities to the specifics of the statute— a 
combination tor engaging soJely in export trade. 

The Department of Justice had argued that it was 
unlawful for the dominant U.S. manufacturers of coated 
abrasives, which contiolled four-tifths of the U.S export 


trade in that commodity, to combine tor ih 
exporting exclusively thiough one corpor.iri' 
which they could fix puces, quotas, and di ,tl 
in foreign markets. The court noted, hov.i. * 
was not unlawful, stating 

“Now It may veiy well be that wtr’. 
export company does inevitably nl- 

foreign commerce of those not in the jcuh 
and does bring tJie members of the emcrpji 
together as to affect adversely the meiiiher i 
in domestic commeice. Thus, every cxc 'i: 
may be a restraint. But if theie are only tin > 
consequences an cxpoit association is tuii ■' 
restraint. TJie Webb-Pornerene Act is an tv 
Congressional will that such a restrain! -Ii 
milled And the courts aie required t” ;■ 
giudglng suppoit to the policy of the Weld i’ 
Act as to the policy of the Sherman Act.” 

The court stated further that “The u\i'. 
tour-fifths of an industry into one exp^ui 
foieseen by Congress.. , and accordingly, f- 
held that the association, which combined i' 
entue industry could lawfully fix export pri'. 
the court replaced the provision binding mti. ’ 
period of 20 years, by a “leasonabie v.iil !' 
lowance.” 

Although the FTC has never required tl' ; 
association engage in the export of a snii’i 
product, il was formeily of the opinion ili p 
export of pioducts which were produced, in.n .t 
or developed from domestic sources qualil ■! 
e.xport tiade undei the Act. However, by 1 ^ 
unpublished opinion the FTC liberalized Us } 
include products with respect to which any pi i 
production oi processing took place in iii. 
States, provided the pioduct was physically . 
from the United States, 

Tlie attrition rate for associations h.is I i. 
high. The median life span for all assoLiaii i, 
have dissolved is 4 to 5 yeais, A nunibei cit .i 
expired during or immediately following the ' 
and restrictions of Woild War II, although •am > 
were already weak and might have been dis'i-f.. 
war had not occurred. 

Aside from this, it seems that ch.ingin,' 
conditions abioad resulting in loss of corupir^n 
ditions for U.S. suppliers has been a prune . 
dissolution. 

No tabulation has yet been made ol all ihi 
why individual members resign from tliriviiu' 
tions, but the lew replies received indicate 4 
busmess-either export or domestic-aml nicr r 
primaiy causes 


Impact of Foreign Antitrust Laws 

One of the characteristics of the post-w.ir v , 
development of Europe is the increasing atienn i 
paid to the effect on trade and inve.stinem 
restraint of trade through agieenieiu.s, umK; i 
and monopolistic positions in industry. 
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T]ie liuropean Coinmon Maikel Tie.ity of Rome 
contains in Ai tides 85 and 86 rules against piice-fixing, 
limitations on pioduction, muiketing, technical develop- 
ment or invcstnienls, divisions of markets, disciimina- 
tion, and tying agreements. The aim is to fiee all 
rcstraint.s on interstate flow of trade. These provisions 
are enfoiceahle by imposition of lines and penalties. 

In the applicability of the Tieaty antitrust pro- 
visions to Webb associations, it would appear that if 
agrcemeiUs and piactices affect tiade among the member 
states, the agieemeiUs aie subject to Aitiele 85 and may 
be outlawed legaulless of wheie they are made Thus, 
U S. Webb-Pomerene export association action having 
the effect of dividing up nuiopean national markets and 
piohibitmg expoit fioni one Common Maiket country 
to another might well be subject to Article 85. However, 
no cases involving Webb associations m the Common 
Market have yet developed. 

It has been obseived ot Webb-Fotneiene associations 
that such combinations o( U.S business may logically 
cause concern to other countnes. In a lecent case befoie 
the Biitish Restrictive Piactices Coiut (National Sul- 
phuiic Acid Association Ltd’s Agiecment), the Court 
upheld an agiceniciU between (Biilish) buyers on the 
giound that it enabled the buyeis to secure fair teims 
horn a picpomlcraiU scllci, a Webb-Pomeiene Associa- 
tion. 

Common Maikcl oxpoil ussocuitions, howcvei, aie 
exctnpl fiom Hie antitiust sections of the Rome Tieaty 
and also undei the aiUiUust laws of Geimany, the 
United Kingdom, Belgium, Fiance, and the Netherlands, 
at least to the extent that they do not affect the internal 
maikcl. The Geiman Law again, si Restraints of Competi- 
tion contains two mam piohibilions directed primarily 
against hoii/.oiUal and vcitical icstiaints, both of these 
sweeping piosciiptions aie subject to many qualifi- 
cations and limitations, including the geneial exemption 
of oxpoit caitels. 

A similar exemption is piovuled in tlie Restrictive 
Trade Piactices Act ot the United Kingdom, The Act, 
which prosciibcs ic,stiictive agreements, provides certain 
gateways which if established to the Court’s satisfaction 
save the agieemeiU, One of the gateways is that 
“removal of the lesLnclion would bo likely to cause a 
leiiiiclion in the volume oi eaimngs of the export 
business which is substantial either in lehilion to the 
whole expoit business of the United Kingdom oi in 
lelalion to the wliole business of the said tiade oi 
indusliy.” 

Whelhei the Webb-Pomcrene Act has any benefits 
to offei is a question each industry and trade group must 
iinswei in teims of its own situation and problems. Some 
industry oiganizations have commissioned special studies 
to provide the infoimation nccessaiy to make a decision. 
Both the Department of Commerce and the Federal 
Tiade Commission offer their assistance in carrying out 
such studies. 

Industiy still has interest in the economic benefits 
to be deiived from joint expoitmg. This is demonstrated 
by the leceiil (September 1972) formation of Amatex, 
an association formed to push the export of textile 
machinery. Composed of 22 domestic producers, 


Amatex will offer complete package deals or turnkey 
operations to foreign textile nulls Any domestic pro- 
ducer is eligible for membership. 

A Webb-Pomerene association may occupy the same 
status as an independent exporter so far as some 
government programs and helps aie concerned. For 
example, there appears to be no reason why a Webb 
group could not be formed as a Western Hemisphere 
Trade Corporation so as to qualify for lower income tax 
rates, if it complies with the requirements of relevant 
provisions of the tax code. Webb law associations also 
may avail themselves of opportunities offered by the 
financial aids ot the Lxport-lmport Bank— loans, guar- 
antees and expoit credit insurance. 

In addition to receiving the antitrust exemption 
provided by the Webb-Pomerene Act, associations may 
also qualify for the special tax benefits provided by the 
Domestic International Sales Corporation (DISC) pro- 
visions of the Revenue Act of 1971 (Public Law 
92-178). A Webb association can qualify for special 
DISC tax treatment if it is organized as a corporation If 
an association is not m coiporate form it may reorganize 
as a corporation and readily qualify as a DISC. A 
Webb-Pomerene Association which qualified as a DISC 
would have one-half of the Federal income tax on its 
export earnings deferred and could make “pioducer’s 
loans” of the income thus deferred to its member 
companies or other export producers. 


ANNEX A 

WEBB-POMERENE ASSOCIATIONS 


Name and Add) ess 

AFRAM Films, Inc. 

552 Fifth Avenue 
New York, N.Y 10036 

Amatex Export Tiade Ass’n 
No 100 W 10th St. 
Wilmington, Del. 19801 

American Alfalfa 
Export Ass’n 
915 Spitzer Building 
Toldelo, Ohio 43604 

American Motion Picture 
Expoit Co. 

(Africa), Inc. 

522 Fifth Ave 

New York, N.Y. 10036 

American Railway Car 
Export Ass’n 
Room 1 505 
1 1 East 44th St. 

New York, N.Y 10017 


Year Foimed Members 


Mar 1970 7 

Sept. 1972 22 

May 1966 7 

May 1961 9 

Jan. 1957 2 
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American Wood Chip Ass'n 

900 S.W, Fifth Ave 

23rd Floor 

Portland, Oreg. 97204 

Aug, 1974 

3 

Pacific Agricultural Cooperative 
for Export, Inc, 
c/o Pillsbury, Madison & Sutro 
225 Bush St 

San Francisco, Calif. 94 1 04 

Amertool Services, Corp 

4701 Maiburg Ave. 

Cincinnati, Ohio 45209 

June 1 949 

14 

Pacific Coast Agricultural 

Export Ass’n 

323 Monte Vela Ave., No. 206 

Amtan, Ltd. 

100 West 10th St. 

Wilmington, Del. 19801 

Aug. 1972 

2 

Oakland, Calif. 94611 

Pacific Coast Food Export Ass’n 
680 Beach St. 

Anthracite Export Ass’n 
c/o John D. Jillson 
Secretary-Treasurer 

21 15 North Second St. 
Harrisburg, Penna 17110 

Jan. 195 2 

6 

San Franceco, Calif. 94109 

Pencil Industry Export Ass’n 

167 Wayne SL 

Jersey City, N J. 07303 

California Dried Fruit Ass’n 

303 Brokaw Road 

P.0, Dox 270A 

Santa Clara, Calif. 95052 

June 1925 

20 

Phosphate Chemical Ass’n 
c/o Foley, Lardner, Hollataugh 
& Jacobs 

Mr. Howard Fogt 

815 Connecticut Ave., N.W. 

California Rice Export Ass’n 

601 California St. 

Suite 707 

San Francisco, Calif. 94108 

1939-1942 
Sept. 1947 

4 

Washington, D.C. 20006 

Phosphate Rock Export Ass’n 
Suite 817 

910 17th St., N.W. 

Flour Millers’ Export Ass’n 

860 Grain Exchange 

c/o Peavey Company-Flour Mills 

Minneapolis, Minn. 55415 

Fourdrinier Wire Cloth 

Aug. 1942 

20 

Washington, D.C. 20006 

Plutonium Export Ass’n 
c/o Taylor R. Biiggs, Esq. 

1 Chase Manhattan Plaza 

Room 4800 

Export Ass’n 

1625 Eye St., N.W. 

Washington, D.C. 20006 

Oct. 1967 

12 

New York, N.Y. 10005 

Plywood International 

c/o Schweppe, Reiter, Doolittle 

Kaolin Clay Export, Inc. 

170 Broad St. 

P.O. Box 667 

Red Bank, N.J. 07701 

Aug. 1963 

4 

& Drug 

657 Colman Building 

Seattle, Wash. 98104 

Potash Export Ass’n, Inc. 

Motion Picture Export Ass’n 

522 Fifth Ave. 

New York, N.Y. 10036 

June 1945 

9 

c/o Mr, Dean R. Gidney 

630 Fifth Ave. 

Room 2645 

New York, N.Y. 10020 

North Coast Export Co, 

4389 Campton Road 

Eureka, Calif. 95501 

Sept. 1971 

12 

Pulp, Paper & Paperboard 

Export Ass’ll of the U.S. 

90 Park Ave, 

New York, N.Y. 10016 

Northwest Dried Fruit Ass’n 
c/o D. J. Duncan 

P.O. Box 23126 

Tigard, Oreg. 9 7223 

May 1927 

3 

Sulphur Export Coip. 

375 Paik Ave. 

New York, N.Y. 10022 

Tatmex Export Corp. 

Ohio Alfalfa Export Corp. 

2404 Summit St. 

Toledo, Ohio 43611 

Feb. 1966 

5 

280 Battery St . 

PO.Box 2415 

San Francisco, Calif. 94126 


Nov. 1967 

June 1963 

Nov. 1967 

Oct. 1939 

Aug. 1974 

Aug. 1970 

Oct. 1968 

Aug. 1964 

Sept. 1938 

Aug. 1952 

1922-1952 
Sept. 1958 

Mar. 1969 



Feb 1973 


2 


USA-TEX 
1 1 1 Corcoian St 
Diuliam, N.C. 27702 


Vegetable Oil Export Corp. 
P.O. Box 246 
Littleton, N.C. 27850 


Jniuuiry 1975 


Apr. 1958 


15 Walnut Export Sales Co , I 
630 North College Ave. 
Suite 40 1 

Indianapolis, Ind. 46204 

4 Wood Fibre Export Inc. 
877 Willamette St. 
Eugene, Ore, 97401 


Oct. 1921 


June 1970 5 


6i 



By JOSEPH M. LIGHTMAN 
Foreign Business Practices Division 


Many American businessmen, viewing Japan’s phe- 
nomenal economic growth and its position as a leading 
trading nation, are seeking to establisli moie contacts 
and to develop better opportunities m the Japanese 
market. They aie therefore highly inteiesled in piolec- 
lion for then products, processes, industiial designs, 
trademarks, and other technical propeity lights in that 
country. 

This article is intended to piovide such businessmen 
with (1) genera! information on the Japanese system of 
industiial property lights protection and (2) guidelines 
relative to procedural aspects of that system. 

Advanced Property Law 

Japan has well-developed patent, trademaik, and 
industrial design protection laws compaiable to those of 
the United States and other mdustiialized countries, 
although diffeiing in some details. Japan follows the 
same general piinciples, as do the industialized Western 
countries, of granting legally exclusive patent rights to 
the owner of an invention who applies foi such lights 
and whose invention meets the law’s ciiteiia goveining 
novelty and patentable subject matter. Patents arc 
gianted foi 15 years from the application’s publication 
date; if more than 5 years have elapsed between the 
filing and publication, the life of the patent will be 20 
years from the application filing date. 

Regarding trademarks, Japan lias no prior iisei 
requirement as a condition for registration, as does the 
United States. The first applicant foi a trademark is 
entitled to its registration and exclusive right to use the 
mark on the products for which it was applied. Aftei a 
lapse of 5 years, a registration becomes incontestable on 
certain giounds that might otherwise serve as the basis 
for its cancellation through legal proceedings brought by 
a third party. Anyone using in Japan, prior to the 
application date, a maik similar oi identical to one 
already registered by someone else, may continue to use 
it, if his mark had become widely known in japan piioi 
to the other party’s application. 

Tiademaiks are legistered for 10 yeais from leglstia- 
tion date, and are renewable for similar periods. Protec- 
tion of industrial designs is also afforded thiougli 
registration by the Japanese Patent Office. Registrations 
are granted to applicants based on criteria of novelty and 


acceptable subject mattei of tlic design.s. Diiiiilioii ol a 
design light is 15 yunis fioni legisliiilion dale, 

Japan is a menibei of the Pans Union Intel national 
Convention foi the Protection ol Indu.slnal I’lopeily, 
adhered to by the United States and about 80 other 
countiies, which is the majoi iiUergovcinnieiUal agiee- 
nient in the patent, trademaik and iiulusliial design 
fields. U.S. businessmen aie lluis entitled to tlie .same 
treatment under Japanese laws on these subjects as that 
Goveininent extends to its own nationals. 

U.S. businea>men are also extended certain .special 
advantages, such as protection against arbiliaiy for- 
feiture of their patenl.s, if not immediately woiked; 
and 1 year, aftei Oist filing a patent application in tlie 
United Stales, in which to lilc a coiiesponding applica- 
tion in Japan and leceivc on the latlei the ilale ol the 
fiist filed application (‘Tight of piiority”). The piiorily 
peiiod is 6 months in the case of luulemark ami ilcsign 
applications. 

Unique Measures 

The Japanese Goveinmcnt has taken several unique 
administrative mca.suies to piohibit luifaii piaclices in 
expoil trade. 

Under the lixpoil-lmporl T'lansaclions Law, iin 
Rxpoil Tiadc Conliol Oulei (Cabinet Older .J78, 
was issued periniltmg the Mini.stiy ol Inleinalional 
Tiadc and Industry to piohibit cxpoits of Japanese 
products likely to infiinge patents, tiademaiks or designs 
legistered in the couiUiy of destination. 

The goveinmoiU has also encouraged local imlusliies 
to establish national Design C'enteis to liaiulle activities 
in piomoling new industiial designs ami in pioventing 
exports of pioducls likely to incorpoialc foieign-owneii 
legistered designs. Those m existence aie the Textile 
Color Design Cciilei, the Potleiy Design (’enter, the 
Uxpoil Gencial Merchandise Center (sometimes called 
the Siiiuliy Goods Design Ceiitei) ami the Machinery 
Design Centei. Umlei an Export Commodities Design 
Law, ceitain Ccnlcis have been given legal poweis to 
designate specific products that must be validated by the 
goveinmcnl before they can be exported. Validation of a 
designated pioducl is gianted only if the Center deter- 
mines that Us design does not imitate a design registered 
with the Center for such protection. 
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Mote intoiniiilion on tlie above piocediircs and tlie 
proteclion lliey piovide, as well as on othei perlincnl 
laws, IS contained in tlie Foieign Business Practices' 
publication “Patents, Tiadeniarks and Licensing in 
Japan” (OBR 73-04, Febiuaiy, l‘^73), This is available 
foi 50 cents fioin the Publications Sales Branch, Room 
1617, U.S. Dcpaitinent of Commerce, Washington, D.C. 
20230. 


Competent Counsel a Must 

It IS pailiculaily iiiipoilanl foi an Ameiican busi- 
nessman intcicsled in doing business in Japan, or 
concerned about Japanese competition in world mar- 
kets, to sccuie as much piotection as he can in Japan toi 
his pioducts, technology and othei mdustiial pioperty 
rights. Coiiipetenl legal counsel should be letauied foi 
advice and assistance on the pioceduics to be followed 
in secuiiiig such piotection. 

In Japan, as in most countues, a foieigii applicant 
for patent, tiademark, oi design iiglits must appoint an 
ntloincy domiciled tlieie to lepresent him in dealings 
with the countiy’s Patent Office and in othei legal 
pio.secutionh 

If an Aniorican lum or its U.S. legal representative 
needs assistance in selecting a foicign attorney, lists of 
.such attouieys practicing in these fields in Japan are 
available ihiough any of the Commerce District Offices 
01 the lixpoi'l Infoimation Division, U.S. Department of 
Commerce, Washington, D.C. 20230. 

The protection tiuit an Ameiican businessman can 
expect to receive again, si local copying of hlspioduct, 
maikings oi leclinology will depend primarily on the 
patent, tiademark and design protection lights he has 
ucqiuied foi them in Japan. 

Also, it is difficult foi a businessman to secuie 
adminisUative lelief thiough the Japanese Minlstiy of 
Inleinalional Tiade and Industiy, oi the Design Centers, 
in Ills ooinplaliU against copying unless sucli legal rights 
on Ills piodiict m Japan can be asceitained. Legal 
piocodurcs aic established undei Japane.se laws for lelief 
Ihiough iiifi ingement, cancellation oi other proceedings. 

'I'lic U.S, businessman seeking lehef through admin- 
istrative OI judicial channels in a complaint involving 
impairment of his lights should properly do so through 
his legal icpiesentalives m Japan. Tlie U.S. Government 
is not in a position to undertake or inlerfeie in legal pro- 
ceedings. 

For Immediate Help 

If a U.S. businessman has no repieseiUative in Japan 
or is in need of immediate assistance, his complaint may 


be forwarded to proper channels through the U.S. 
Embassy. 

When the Department of Commerce receives such 
requests for assistance it reviews the details to see that 
full information is provided on the complainant firm's 
patent, trademark and design protection position in 
Japan, as well as in the United States and elsewhere. This 
information is usually required by the Japanese au- 
thorities 

Also of mteresl is whether the U S. businessman has 
sought infringement action against the foreign manu- 
facturer and importers in the United States and 
elsewhere. Sufficient samples, photographs, and other 
materials should be made available to substantiate the 
allegations, If it appears that the mlormation is ade- 
quate, the matter will be retened to Tokyo. 

It is evident, from figures published by tlie World 
Intellectual Propeity Organization (WIPO) which ad- 
ministers tlie Pans Union Convention, that businessmen 
are becoming increasingly aware of the need for patent, 
trademark and industrial design protection m Japan. 
Latest available figures (as of Dec. 31, 1973) show that 
in leceiit years U.S nationals have originated about 45% 
of the 27,000 to 30,000 annual patent applications filed 
by foieigneis and have received about one-half of the 

9.000 to 12,000 patents granted each year to foreigners 
in Japan. U.S. nationals have also accounted for about 
one-half of the 13,000 to 16,000 annual trademark 
applications filed by foreigners, and of the 3,000 to 

4.000 trademark registrations granted to foreigners in 
that country, annually. U.S. nationals further account 
for about 40-45% of the 1,000 foreign design applica- 
tions filed, and about 50-60% of the 300 to 400 foreign 
design registrations acquired annually. 

Further statistics on this subject are indicative of 
the impoitant role Japan is assuming in the international 
industrial property rights picture As of December 31, 
1973, there were about 280,000 patents in force in 
Japan, placing it fourth belund the United States 

(1.003.000) , Canada (404,000), and France (398,000). 
Japan had more trademark registrations in force 

(692.000) than any other country that reports such 
statistics, The United States and France followed with 
about 375,000, each. Japan’s design registrations in 
force totaled about 1 72,000 also more than any other 
countiy, followed by the United States and the United 
Kingdom with about 39,000 each 

The U.S. Embassy in Tokyo has pointed out that 
U.S. businessmen may find that important export as well 
as domestic business opportunities are being lost in 
Japan by failure to apply for protection of their patent, 
trademark, and design rights in that country. The basic 
responsibility for acquiring, maintaining and enforcim 
such rights rests with the businessman and lus lega 
representatives. 
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By VINCENT D. TRA VAGIINI, Dnector 
Office of Intel national Finance and Investment 


Every firm engaged in international trade has 
occasion at some time to consider overseas licensing of 
industrial property rights and joint ventures with foreign 
partners. A frequent pattern of market penetration has 
been for companies to begin by exporting and go on to 
licensing and joint venture arrangements. Both are 
excellent channels for the exercise of what has been 
called tile fouith Economic Freedom— the Fieedom to 
Exchange Technology. 

Licensing Agreements 

The rights granted in foreign licensing agreements 
are of tliree distinct types: patent rights, trademaik 
rights, and know-how rights. The combination of these 
rights licensed in any particular agreement will depend 
on the respective resources and needs of the contracting 
parties, and on the products or technology involved 

Patents are limited monopoly rights conferred by 
the government of a country within its own area, and in 
accordance with its own laws and regulations. Ownership 
or control of a U.S. patent does not automatically give 
protection in other paits of the world or provide the 
basis for a license grant to a foreign concern. 

To obtain foreign patent rights the company must 
file a separate apphcation in each country in which it 
desires protection. Under the International Convention 
for the Protection of Industrial Property, the person oi 
concern fifing an original patent claim in one member 
country has a priority right of application for the 
corresponding patent right in other member countries 
for a period of 1 year following the original filing. The 
number of countries which belong to the Convention has 
been rising steadily and now stands at about 80, 
including all of the industrialized nations; the Soviet 
Union joined in 1965 and most of the other European 
communist countries are also members. 

Therefore, the U.S. company interested in securing 
foreign patent rights for licensing purposes should apply 
for these rights within 1 year after applying for the U.S. 
patent. The laws and regulations governing the registra- 
tion, use and protection of patents, trademarks and 
other industrial property rights are many and compli- 
cated. Any company interested in obtaining and ex- 
ploiting foreign patent rights, either directly or through 
licensing arrangements, should have the help of a 
competent patent attorney. 


Like patents, trademarks are a limited monopoly 
right granted by a government within its own geographic 
area. A U.S. company acquires its foieign rights by use 
and/or registration in each country in which it desires 
protection, and retains these rights by obseiving the local 
laws and regulations with respect to lenewals, fees, 
supervision and use of tlie legistered marks. 

Unlike patents, which have a limited life of 15, 17, 
20 or olhei fixed term of yeais, depending on the 
country, trademark registrations can be renewed. In this 
respect, therefore, a trademaik can be a more lasting 
right than a patent. They aie most valuable, of course, in 
connection with consumer goods and other products 
which retain their identity at the stage they are 
merchandfeed and sold to tlie ultimate consumer. 

Fast Action Required 

Trademark legistration abioad is facilitated and 
protected by the International Convention in much the 
same manner as patent applications, but the piiority 
light of registration is limited to 6 months. Only by 
timely and wide- spread registration can a company be 
sure of having the right to use, and to keep others from 
using, its domestic trademark in foreign maikets. Regis- 
tration fees vary in amount but the cost pei country is 
relatively small. 

As in the case of patents, the owner can assign or 
seil his trademark in a given area, or can license its use to 
others. However, in the case of licensing he must in most 
countries undertake a supeivisory responsibility beyond 
that required in patent licensing. 

While know-how is gaming recognition as a legal 
property right, it does not have statutory protection like 
that for patents and trademarks. So in gianting a foreign 
company the right to use its unpatented knowliow, tlie 
licensing company is quite dependent on good faith and 
contractual safeguards for the protectiop of its owner- 
ship rights. 

While know-how rights can be licensed alone, and 
are frequently the most valuable consideration included 
in a licensing agreement, it is common practice to link 
them with a pateijt or trademark right when this is at all 
feasible. The know-how enhances the value of the other 
licensed rights, while the inclusion of a patent or 
trademark license gives the licensor a statutory basis for 
more control over the use of the licensed know-how. 
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Eight Licensing Advantages 

Not many companies coniine their foieign opera' 
tions to licensing alone. Most films view licensing as a 
supplement to cxpoiling, mamifacluiing, oi both rather 
tlian as a sole means of enteiing overseas markets 
Ilowevei , pai liculaily loi those who foi financial oi staff 
limitations are limited in tlie lesouices they can devote 
to foicign business, this may be the most feasible 
method of penctialiiig an ovoiseas market. Here are 
some of the leasons companies have given for getting 
into loieign licensing, 

« Licensing opens the way to getting a foothold in 
foieign maikets without laige capital outlays. It is, 
therefoie, a favoiite device foi small and medium-si^ed 
companies, 

® Returns are apt to be quickci m coming than in 
the case of manufacturing ventuies. 

9 'I’lio income fiom foreign licensing helps to 
uiulcrwriLe costly tcsearch progiams. 

• Licensing enables a fiim to letain markets 
otheiwise lost by iiupoit lestiictions oi because it is 
being outpriced. 

• Licensing can be used to test a foreign maikel and 
then to SCI vice it without costly additions to piodiiction 
01 detracting fiom the , supply available foi local 
customcis. 

9 To develop outlets foi components or other 
piodiicts and to build goodwill foi olhei company 
pioducts. 

• To protect paleius and trademaiks (e.g, against 
cancellation foi nonuse). 

• 'I’o establish a company in countries which arc 
sensitive to loieign ownership. 

In liazai'ilous situations licensing can provide a local 
base without the lisk of investment. For example, some 
of the lisks of maikeling in Hie countries of Eastern 
Europe can be avoided through licensing airangements. 
Similarly, in tlie developing countries emeigent industry 
often piovidcs the basis foi technical assistance in a 
gnulually developing iiunkct that could not justify a 
inajoi investment and that may be closed to imports by 
laiiffs or otiici baiiiers. 


Reciprocal IJenefiis 

Some licensors consider the acquisition of foreign 
license rights one of the inajoi benefits to be gained 
from licensing operations. Foi this reason rccipiocal 
licen.se giants are frequently made in a manufacturing or 
patent licensing agieement as paitial compensation, for 
the lights and know-how made available by the licensor. 
Wliere a foreign licensee lias no reciprocal rights oi 
know-liow to offer the licensor at the time a licensing 
agreement is concluded, it is often customaiy to include 
in the licensing contract a grant-back or feed-back 
commitment with respect to the lights and know-how 
supplied by the licensor. 

All should be aware of the principal hazards and 
disadvantages of licensing as a marketing technique. 


® Every licensee is a potential competitor. However, 
if the arrangement is truly of mutual benefit, both 
parties will want to perpetuate it and continue to 
exchange know-how and product improvements. 

® Licensor control over tlie licensee's manufacturing 
and marketing operations is rarely completely satis- 
factory. This can lesult in damage to your trademarks 
and company reputation. The technique for averting this 
problem lies in careful investigation before selecting a 
licensee, and maintaining quality control whenever a 
tiademaik or trade name is licensed. 

9 Licensing is probably the least profitable way of 
exploitmg a foreign market On the other hand the risks 
and headaches are usually less than investing, although 
perhaps more than exporting. Moreover, licensing may 
represent the only way to enter certain markets and the 
return, although small, is better than losing out alto- 
gether 

Before turning to the government services which can 
help you in licensing operations, it is revealing to note 
briefly the part it plays in our international balance of 
payments. 

Licensing Earnings 

It IS very difficult to measure the actual money 
payments on licensing account to and from all U.S. 
firms. However, fairly leliable estimates Iiave been 
developed which at least give an idea of their general size 
and the trends. These figures cover payments for the 
hcensing of patents, trademarks, and know-how, and 
include income fiom copyrights and management fees 
directly connected with the transfer of intangible prop- 
erty. 

In 1974 payments to Americans from foreigners in 
connection with the licensing of intangible property 
were $3.67 billion, divided $2.87 billion in payments 
from direct Investment sources abroad and $800 million 
from nonrelated foreign firms. This represented an 
increase of about 13% over the 1973 total of S3. 25 
billion. These figures also include management and 
service fees connected with licensing. Over the years 
income from direct investment licensing has increased 
more than income from licenses with nonrelated firms. 

On the other side of the ledger, payments from the 
United States to foreign licensors of industrial property 
have also risen steadily from year to year. In 1974 these 
out payments amounted to approximately $405 million 

Thus, tlie United States had a favorable balance as 
far as licensing is concerned of some $3 27 billion in 
1974 and $2.87 billion in 1973. Tliese figures, it should 
be noted, reflect only pure royalty and fee payments If 
one takes into account the merchandise shipments which 
frequently accompany licensing arrangements, the earn- 
ings attributable to licensing would be much larger. 

What help does the government provide to firms 
that want to engage in licensing transactions? There are a 
number of pertinent programs, most of which have been 
emphasized and expanded in recent years as an impor- 
tant part of the national effort to combat the balance of 
payments deficit. 
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Government Aids and Seivices 

The Department of Commeice can provide eco- 
nomic marketing and financial infoimation, some of it 
free, and some at a veiy low cost where special seivices 
are required 

It can provide tiade lists to help in fmding cus- 
tomers, distributois, agents and licensees abioad, world 
trade directory lepoits containing basic commercial and 
financial information on specific foreign fiims and 
individuals, and all kinds of customs, tax, and legal 
information, including patent and trademark legulations 
abroad. 

Two seivices aie available from the Depaitment of 
Commerce to lielp persons or companies find a qualified 
licensee abroad. If the potential licensor wishes to 
aiidress ins appeal to a wide audience in many countries, 
the Department will arrange to publish the proposal in 
Commercial News - a monthly publication sent to all 
Foreign Service Posts. If the American fiim can identify 
three to five countries of particular interest, the Depart- 
ment will lequest the Foreign Service to canva.ss the 
local business community and identify the most prom- 
ising prospects. For fuither infoimation wiilc to Foreign 
Investment Seivices Staff, Office of Expoil Develop- 
ment, Room 4021, U.S Department of Commerce, 
Washington, D.C. 20230. 

The Buieau of liUernaliomil Commeice (IIIC) peri- 
odically sponsois trade missions to potential foreign 
markets. The missions are basically selling teams sent out 
to develop business opportunities. The mission members 
talk in person with foreign businessmen. They take with 
them specific business pioposals submitted by American 
firms. TJie teams include experts m vaiious lines of 
business and industry, often including person.s ex- 
perienced in licensing techniques. I'hey letuin with 
proposals and offeis siibniilted by foicign fiims and 
these are made fieely available to the business com- 
munity. 

BIC also reviews reports subnulted by U.S. Com- 
mercial Officeis abioad foi tiade, investment and li- 
censing opportunities. Most of them aic published in 
Commerce Today and receive furthei dissemination as 
well, A good proportion of these opportunities lepoit on 
the interest of foreign companies in U.S. patent, 
trademark or other piopeity lights. 

Information on these and othei Commerce seivices 
IS available from Depaitment’s District Offices tlirougli- 
oiit the country. 

The Overseas Puvate Investment Corpoialion 
(OPIC) seeks to increase investment by U.S. puvate 
enteiprisc in the economics of free less developed 
countries by guaranteeing investors against ceitain politi- 
cal and business risks. Specific risk giiaianlics are 
available in most less developed countries against any or 
ail of the following risks, inability to conveil earnings or 
return of llie original investment into dollars; loss due to 
expropriation; and damage to properly resulting from 
war, icvolution, or insiiircction. 

Giiaianties are issued to cover an investment in the 
foiin of a licensing agieemcnt for the use of patents, 
processes and techniques in exchange foi royalty pay- 


ments, Oidmarily, howevcj, an agreement calling lor 
payments ot loyalties oi lees will not be eligible lor 
guaianties unles.s the investment is intended to extend 
for at least 5 years. 

Congress specifically included these intangible assets 
rn the investment guaianty progiam to encouiage the 
spread of advanced technological methods. Trade names, 
trademarks and goodwill, while often closely associated 
with the license of patents, piocesses and lecliniqiics, aie 
not eligible for guaranties The maximum conveitibilily 
covciage obtainable undei a licensing agieemcnt is the 
sum of the loyalty payments ovei the life of the 
coiitiact. The mvesloi must fiunish OFIC with a copy of 
the licensing contiact and substantiate both the leason- 
ableness of the royalty latc and the estimate of loyalty 
payments. 

Attitudes abioad aie favorable to both licensing and 
joint ventuics. Some 60 govcinments have adopted 
special legislation or policy statements lelating to llie 
conditions foi the investment of puvate capital. Some of 
these laws apply to the licensing of iiuliistnal piopeity 
and their provisions sitould be cheeked to see if the 
benefits provided aie available to licensing agreenicnl.s. 
The laws usually covei sucli malteis as piovisions 
iclaling to entry and appioval piocediiics, assiiiance 
against cxpiopnation, right to transfci piofils and 
capital, limited exemptions fiom income and property 
taxes, and exemption fiom payment of ceitain import 
duties. 

Most goveininents aie positively favoiable to both 
licensing and joint ventures because of tliiee piineipal 
faclois: (1) import subslilutioii with cost savings; (2) 
export pos.sibilitics; (3) tniliiing of local management 
and technicians in modem business and industiial 
methods. They aie cautiou.s. howevei, because of the 
foreign exchange costs aiul because ol the possible 
impact on dome.stic competilois 


Tax Considerations 

The enactment of the Tax Revision Act of 1962 
intciiuptcd the giowmg use of U.S,-contiolled foieign 
subsidiaiies to cany on licensing opeiaUoiis. However, 
one of the prime incentives foi licensing continues to he 
the nuich towei loyalty tax on patents, liademark.s and 
otliei seivices over coipoiate rales, Undei double taxa- 
tion treaties, loyalties leceivcd foi copyiiglUs, iialeiils, 
liadeinaiks, etc., aie eilliei exempt fiom tax oi taxed at 
a reduced latc. The U.S. lui.s tax treaties in foice in all of 
the Common Maiket counliie.s and in all Fuiopcan h’tee 
Tiade Area countiic.s except Poitgual. 

The U.S. Govoinmcnl has also attempted to include 
provisions in lax treaties with most of the developed and 
a few of the underdeveloped countries which would 
encouiage technology tiansfei thiougli liccn.sing. Tiiese 
treaty piovisions characteristically piovide, subject to 
piescribed conditions, that royalty income fiom indus- 
trial and inlellcctural propcily licenses aic exempt fiom 
the imposition of income taxes by the souicc counliy, 
provided the licensoi has no permanent establishment in 
tlie SOUICC countiy. “Royalties” for this puipose include 
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(u) copyiiglUs, aUislic oi scientific woiks, patents, 
designs, plans, scciet piocesses oi foimulas, trademarks 
oi (b) intormalion concerning industrial, commercial or 
scientific knowledge, expeiience or skill. 

Some Cuirent Developments 

There aie some other developments and projects of 
general inteiest which will liave the effect of assisting the 
prospective iiUeinationa! licensor, 

« One pioblem aiea is patents. The very large 
increase in applications is taxing existing facilities and 
causing what has been called an “mtei national patent 
ciisis.” As a result, countries having an examination 
system have been confionted with large backlogs of 
patent applications. Duplication of effoit contributes 
heavily to these backlogs since about half of all 
applications filed are duplicates of applications filed 
elsewhcie. This situation is one of real gravity because 
U.S. peisons and fums file more patent applications 
abioad than nationals of any othei country. The 
problem is furthei aggravated by diffeiing national laws 
and pioccduies. 

To meet this problem the U.S. Patent Office is 
woiking with othei countiies to simplify and unify the 
patent application foimalities presciibed by national 
patent laws, to achieve a uniform system of patent 
classification, and to agiee on ceitain basic piinciples of 
piilent laws. 

A Patent Coopeialion Tieaty (PCX), adopted m 
June 1970, by the United States and about 20 countries, 
would simplify intcinational filing piocedures by al- 
lowing a patent appiicanl to file one application at a 
central souice. Such a filing would have the effect of a 
filing in eveiy membci country where he desires protec- 
tion. The 'I'lealy also calls foi centralized patent search 
and examination pioceduics and allows a patent apph- 
cant 20 months, instead of the more typical 12-month 
period, in which to complete his application documents. 
Tlte PC’T will entei into force when ratified by eight 
countiies, foui of which must have majoi patent 
activity. Ilowevei, the United States cannot deposit its 
instillment of latitication until implementing legislation 
is enacted. 

• Considcialion is also being given to U.S. parti- 
cipation in an inteinalional tiademark convention. This 
would make it possible to centialize protection of 
tiademaiks in an iiUeinational registration. One legistra- 
lion would suffice foi all the membei countiies. The 
consideiablc saving in time and money is indicated by 
tlie fact that Iheie aic 150 independent trademark 
juiisdiclions thioughout the world, according to the 
tabulation of the U.S. Trademark Association 

In June 1973, the United States participated in a 
negotiating confeience wliicli adopted a new Trademark 
RegisUation Tieaty (TRT) designed to simplify inter- 
national tiademark filing and lower costs. The TRT 
piovides that for a single fee a trademark application can 
be filed with Hie World IiUelleclual Property Organiza- 
tion in Geneva. Tlie filing of a TRT application will have 
the effect of a filing in each country designated thereon 
by tlie applicant. The mark, aftei filing, wiU then be 


published and circulated by WIPO to member countries 
whereupon each country designated by the applicant has 
15 months within which to refuse registration under its 
national law. It no timely refusal is indicated by a 
designated member country, the mark is deemed regis- 
tered there The TRT is not yet in force. 

® On December 3, 1968, the United States de- 
posited instruments of accession to five international 
customs conventions These conventions to which the 
Senate gave its advice and consent to U S accession on 
March 1, 1967, are as foUows 1) Customs Convention 
regarding ECS Carnets for Commercial Samples: 2) 
Customs Convention on the ATA Carnet for the 
Tempoiary Admission of Goods, 3) Customs Convention 
on the International Transport of Goods under Cover of 
TIR Carnets, 4) Customs Convention on Containers, and 
5) Customs Convention on the Temporary Importation 
of Professional Equipment. 

Together, these conventions facilitate the tem- 
porary, duty-free entry into member countries of a wide 
variety of articles, and ease the customs clearance 
proceduie foi goods m transit Each of the conventions 
IS m force with respect to all of the major trading 
countries of Europe as well as several other countries. 
U.S adherence to the international carnet system is 
helpful to firms which need temporary duty-free entiy 
privileges in connection with their licensing activities. 

• Another measure helpful to licensing is the 
United Nations Convention on the Recognition and 
Enforcement of Foreign Arbitral Awards. Tins conven- 
tion is designed to facilitate the recognition and enforce- 
ment by foreign courts ot arbitral awards granted in the 
United States, as well as similar action by our courts 
with respect to foreign arbitral awards. U.S adherence 
encourages further use of arbitration by American firms 
in their foreign sales, investment and licensing activities. 

• Export licensing controls apply to the export of 
technical data. There are now two general licenses, 
General hcense GTDA authorizes the export to all 
destinations of 1) data that have been made generally 
available to the pubhc in any form, 2) scientific or 
educational data not directly and significantly related to 
design or production, 3) data contained m an apphcation 
for the foreign filing ot a patent, provided that the 
patent apphcation has been filed abroad m an “earlier 
publication country.” A second general license desig- 
nated GTDR authorizes the export of technical data not 
exportable under the provisions of general license GTDA 
subject to specific restrictions depending on the desti- 
nation. Exports that do not meet the conditions of 
either general hcense GTDA or GTDR, require a 
vahdated license. 

Licensing relationships often involve or lead to joint 
business ventures. Such ventures include any business 
activity where management is shared by two or more 
collaborating firms. 

During the past 15 years the number of joint 
ventures has sharply accelerated and they have become 
an important part of the international business scene. 
Joint ventures aie to be found in the oil consortia, 
construction projects, companies exploiting basic metals 
and in manufacturing. 
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As in the case of licensing, one of the strongest 
appeals of joint ventures is that they substantially 
reduce, by ttie amount of the partners’ contributions to 
the venture, the political and economic iisks that are the 
principal obstacles to direct foreign investment. The 
presence of a loc<il partner not only guards against 
government encroachment or outnglit expropriation but 
also helps to protect the venture against the nationalistic 
feelings existing in many countries, winch olten lead to 
restrictions and discrimination against loreign investors. 

According to a survey made by the National 
Industrial Conference Board there are several psyclio- 
iogical and technical advantages to an international joint 
venture. There is a valuable pooling of resources, ability, 
and experience between local and foreign partners. 
Together the partners supply capital that either one 
alone would not want to risk or could not raise. Local 
partners contribute knowledge of local management 
methods, customs, laws and business practices, and 
provide access to customers and labor markets in the 
area. 

Joint business ventures are the preferied form of 
doing business in tlie eyes of many less developed 
countries. They look to the foreign partnei to bring 
needed technology and capital to build basic industry 
and supply needed services, as well as to expand exports. 
At the same time joint ventures give local businessmen 
the opportunity to maintain some share in the profits 
and in the management of enterprises established locally. 

The primary objection to Joint ventures laised by 
executives who prefer wholly owned enterprises is that it 
involves loss of freedom of action in production and 
marketing operations. Shared ownership means shared 
management and profit. Partners must be convinced that 
a change is necessary before it can be done 

Difficult decisions confront corporate managers in 
considering joint venture opportunities The main issue 
largely centers on the matter of contiol. If assured 
control IS desired it can be achieved only through 
ownership of a majority of the voting stock of the joint 
enterprise. Control is particulaily impoitant in the cases 
of dividend policy, recapitalization, major expansion, 
borrowing money, selection of management, acquisitions 
and dissolution. Degree of control needed for a given 
action varies, of course, among jurisdictions. 

Dividend policy in particular is a matter on which 
joint-venturers can easily get at loggerheads. This is 
particulaily true if one party is a corpoiation and its 
partners are individual investors. The corporation would 
probably favor a policy of building the business from 


retained earnings. The partners, on tlie othei hand, 
would frequently liave as their chief interest maxinuun, 
immediate dividends. 

Ameiican companies also have to consider nowa- 
days the possibilities of joint ventuies with a foieign 
government as a paitner. Tins soil ot iclationship 
imposes an entirely new set of conditions with which 
most U.S. industry is unfamiliai. Geneially speaking it is 
not an ariangement which companies would select if 
they had any othoi choice. The incieased use of 
state-trading entities in ceitain countries, however, piob- 
ably indicates that this type of joint ventuie will be the 
prevailing vehicle for some couiUiics and that faiJuie to 
accommodate to it may involve losing the maiket. This 
type of venture will be found in some Soviet bloc 
countries, les.s developed countries, and in even a few 
countries of Western Euiopo, The natural hesitancy of 
U.S. firms to become involved in this type ot arrange- 
ment IS not fully shaied by Western European firms, 
which have branched out into bloc countries via the 
joint venture loute 

Acquisition is probably favored by most companies 
as a bettei means of obtaining a fail share of a niaiket. 
The acquired company probably has a distribution 
network in the country and in expoit maikcls, Here 
some caution is indicated .since in many countiies 
difficulties and expenses may be met if it become,s 
necessaiy to terminate distributoiships. 

One U.S. manufactuier with abundant cxpeiiencc 
on the question says theie are basically tiiiee instances 
wheiejoint ventuies seem appiopiiate. 

• When llie company lacks capital oi peisonnel 
capabilities to expand its international activities othei- 
wise 

• When the company seeks to enter a maikel wliere 
wholly owned activities me prohibited, and 

« Wheie il may enable the company to utilize skills 
of a local paitner 

Some U.S. enteiprises liave adopted a policy of 
operating in foreign countries only on a joint ventuie 
basis. They liave found that for them the best method of 
operation is to shaie equity owiieiship and control with 
nationals of the countiy. Generally speaking the trend 
toward joint ventuies is desirable as long as il leflects 
the voluntary decision of the business enterprise con- 
cerned. However, the subject of joint ventuies is so 
complex and the pioblems aie so vaiiable that gen- 
eralized opinions aie very iisky. The decision depends on 
the facts of each case and is up to the individual firm to 
decide one way or the other. 
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For more data 

U.S. firms considering the possibility of licensing or joint ventures abroad may find a variety of reference 
works of interest. Among such publications are: 


Appraising Foreign Licensing Performance, by 
Enid Baird Lovell, Studies in Business Policy 
#128, National Industrial Conference Board, 
New York, 1969. 106 pp. $3.50 to NICB 
members. 

Practical Patent Licensing, by Albert S. Davis, Jr. 
Practising Law Institute, (Vol. 1} New York, 
1966. 311 pp. $15.00; (Vol. II) 1969,247 
pp. $25.00. 

International Licensing Agreements, by Gotz M. 
Pollzien and George B. Bronfen. Bobbs- 
Merrill, Indianapolis, 1965. 426 pp., $22.50. 
2nd Ed , 1973, $35. 

Industrial Property Rights Overseas, American 
Management Association, New York, 1964. 
40 pp. $1.50 to AMA members. 

Trademark Licensing; Domestic- Foreign. The 
United States Trademark Association, New 
York, 1962. 90 pp. $2. 

Forms and Agreements on Intellectual Property 
and International Licensing, by L.W. Melville. 
Clark Boardman Co., Ltd., New York, 1972, 
400 pp loose leaf volume, $30. 


Licensing in Foreign and Domestic Operations, 
by Lawrence J. Eckstrom. Revised third edi- 
tion (1974) Clark Boardman Co., Ltd. -Sage 
Hill Publishers, Inc., New York, volumes 1 
and 2, $85. 

International Trademark Protection, by Eric D. 
Offner. Fieldston Press, New York, 1965. 285 
pp. $20. 

Foreign Licensing Agreements: 1. Evaluation and 
Planning, Studies in Business Policy #86, 
National Industrial Conference Board, New 
York, 1958. 88 pp. $3 to NICB members. 

Foreign Licensing Agreements: 11. Contract 
Negotiation and Administration, Studies in 
Business Policy #91, National Industrial Con- 
ference Board, New York, 1959, 96 pp. $4 to 
NICB members, 

Joint Ventures with Foreign Partners, National 
Industrial Conference Board, New York, 
1966. 92 pp. $3 to NICB members. 

Joint International Business Ventures, by W.G. 
Friedman (ed.) and George Kalmanoff, (ed.) 
Columbia University Press, New York, 558 
pp. 1961, $15. 


69 



By VINCENT TRA VAGLINI, Director 
Office of Intermtioml Finance and Investmen t 


Most countries have favorable attitudes toward joint 
business ventures and welcome the receipt of technology 
and know-how through licensing ariangements. This is 
Likely to hold true regardless of any reservations they 
may have about foreign ownership of local business 
ttirough direct subsidiary operations of foieign com- 
panies. 

Many countries have gone so far as to provide 
special benefits by law to certain types of foreign 
investment. The laws usually cover such matters as 
provisions relating to entry and approval procedures, 
assurance against expropriation, rights to transfer piofits 
and capital, exemptions from taxes, and remission of 
certain import duties 

At the same time there is a growing disposition 
abroad to subject foreign entry to scrutiny in various 
ways. There may be requirements that prior approval 
be obtained for the project, either as a condition for 
starting up or in order to assure tlie parties that their 
foreign exchange needs will be satisfied. Restrictions on 
the local partner are apt to be examined carefully, 
especially restraints on exports. Some governments 
interfere m the setting of royalty rates while others are 
sensitive to possible adverse effects on domestic com- 
petitors. 

Americans domg business abroad must of couise 
take account of our laws. These do not indicate any bias 
either for or against joint ventures or hcensmg On the 
whole they leave the choice of mode of operation 
abroad to the business judgment of the parlies con- 
cerned, absent adveise effects on U.S. domestic com- 
petition or foreign trade. 

Aside from those governing entry, governmental 
rules of primary mteresl to firms investing or licensing 
abroad are those relating to organizational forms, taxa- 
tion, industrial property rights and busines.s practices In 
addition one should be aware of U.S. controls on the 
export of goods and technical data, as well as govern- 
ment-administered guaranties and informational services. 

JOINT VENTURES 
Organization 

Ventures involving local inteiest and foreign m- 
vestors are usually organized under one of the forms of 
business organization available under the law of the 
country where the business will opeiate There are many 


forms of business oigaimation, of couise, in the dif- 
ferent countries. They vary in nature depending on local 
usage and on whether the country has British conimon 
law origins or civil law. 

Generally speaking, any of the available business 
forms may be suitable as a vehicle for a joint veiUuie. 
However, the civil law coiporation or English law public 
company is the most widely used foini foi piocluclive 
enterpnses organized as joint Ventures. Its flexibility and 
adaptability to effective centralized management gene- 
rally make it the most advantageous foim of oiganiza- 
tion for large-.scale joint ventuies. 

Another factoi which may influence the use of the 
local law equivalent of the corporation is that tlic laws 
relating to matteis such as minoiity stockholdcis, 
preemptive rights and rights and duties of diiectois aic 
more apt to be established. Also, if there is to be public 
equity paiticipation, the coiporation is the only piac- 
ticable alternative because it is usually the only company 
foim in which the stiaies are readily tiansfeiabie. 

If equity participations aie to be closely held the 
hinited liability company, a business foim pcculiai to 
civil law systems, is suitable for joint ventuies of modest 
size. Like the corporation this type affouls limited 
liability and continuity of existence. Unlike the coipora- 
tion the membeis’ shares can be Iransfenod to a 
nonmember only after consent and aftci othei members 
have declined to exeicise a piioi option to purchase The 
hmited liability company is usually subject to less 
regulation than the corpoi alien and may also beai a 
lower lax buiden, 

Participants may wish to oiganize the entcrpiise 
under the law of a second counliy, and opeiate thejoiiU 
venluic as a branch. Reasons for doing so include a 
desiie to minimize taxes, or to withdraw piofits to a 
second country where they may be accumulated fiec of 
danger of currency depreciation, political instability oi 
exchange lestrictions. Despite its altiactions this foim 
will raiely be uajd in joint ventuies intended to operate 
in less developed countiies, mainly because tax holidays 
and other investment incentives may not be available if 
the proposal involves the organization of an cntei pi ise in 
a foreign country to which profits can be withdiawn. 

Tax Aspects 

The place where the joint venture is incorpoiatcd is 
often ciucial for tax purposes. Corporations created m 



the IJiiitcti Slates aic taxed lieie on their woildwide 
income, C'oiporations created in a foreign land aie 
generally taxed heie only on income derived ftom 
soiiiccs in the United States. 

Organi/nng as a branch of a U.S. company would 
subject the joint ventuie to U.S, tax. If the venture is to 
be in Latin Atneiioa, there is a 14 percentage point 
income tax rate advantage in forming a Western Hemi- 
sphere I’lade Corporation (WHTC), For example, 
WHTC’s are used by many manufacturers to carry on 
their opeialioiis in Canada and South America. 

Foicign corporations have often been used m lieu of 
WHTC’s with the result that no U.S, tax is payable, 
instead of meicly the 14 percentage point reduction in 
tax, U.S, tax on foreign source income earned by foreign 
corporations is dcfeiicd oi postponed until the foreign 
coipoiatioii pays dividends to U.S. shareholders There is 
a veiy impoi tant exception to tins dcfcnal rule. The Tax 
Revision Act of 1962, which completely revamped the 
foreign income provisions of our Tax Code, made certain 
income of U.S. controlled foreign corporations immedi- 
ately subject to U.S. tax. Tins legislation was aimed 
principally at the use of foieign base companies formed 
in low-tax jurisdictions to avoid paying taxes on divi- 
dend, interest, loyalty and other receipts. 

The foreign coiporation in most cases will pay some 
foreign income tax. This payment may be credited 
against U.S. income lax. If the foieign lax late is lower 
than the U.S. rale, a Lax is paid to the United States on 
foreign somce income at a rate equal to the excess of the 
U.S. ovei the foieign rate. When the foreign rate equals 
or exceeds the U.S, rale, the credit cancels U.S. lax on 
foreign somce income. The policy behind the foreign tax 
credit IS to piovide neutrality as between domestic and 
foreign economic activity. 

The foieign lax ciedit applies only against foreign 
income taxes which have been paid. Suppose oui joint 
ventuie is operating in a country which allows it a 5-year 
lax holiday? In that case the joint venture will pay full 
U.S. income Lax at such lime as it distiibutes dividends. 
The Lax holiday will then have been nullified to a large 
extent. 

'I'his ciiCLimstance causes loud complaints from 
capital-importing countiies. Tax incentives designed to 
attract new industries, especially tliose that will manu- 
facture export pioducts oi replace imports, are quite 
common in the less developed areas. At one tune the 
United Stales included in its tax treaties a so-called 
“lax-spaiing” piovision winch in effect gave lecognilion 
to LDC investment incentives by gianting U.S. tax 
credits for the foieign lax which would have been paid. 
However, the U.S. Senate refused confiimation to 
treaties eonlaining such piovisions and their use was 
discontinued, 

In view of the advantages of foreign corporations 
not subject to U.S. tax, why are they not used for aU 
foreign opciiitioiis? The answer is that there are various 
restiiclioiis on them which may deter their use. One 
important deteireiit is the provision in our Tax Code 
limiting depletion allowances to domestic corporations. 
For this reason, the oil and aluminum companies and 
other industries engaged in extractive activities use 


Western Hemisphere Trade Corporations or ordinary 
domestic U.S corporations abroad, 

Another reason why foreign corporations might not 
be used is that such corporations are not eligible for the 
tax-free organization, reorganization and liquidation 
provisions of the Tax Code without a prior ruling from 
the Internal Revenue Service to the effect that such a 
transaction does not have tax avoidance as one of its 
principal purposes, Use of a domestic corporation to 
engage in foreign activities allows them to be formed and 
then liquidated back into a parent corporation or 
merged with other domestic corporations on a tax-free 
basis without having to obtain such a ruling. 


Antitrust Aspects 

There are very few decisions on the antitrust 
consequences of international joint business ventures. 
Those cases which have arisen concern combinations of 
major American and European firms who were actual or 
potential competitors in one or more foreign markets. 
The landmark cases involve giant corporations with 
worldwide operations and generally the circumstances 
involve arrangements between such companies and their 
foreign counterparts, 

It is clear that the Sherman Act includes foreign 
commerce. The language is specific “every contract, 
combination or conspiracy in restraint of trade or 
commerce. . with foreign nations. ” is illegal. Tius 
prohibition has been applied to joint ventures between 
American and foreign firms. For example, the arrange- 
ment between the Dupont Company (U.S.) and the 
Imperial Chemical Industries Company (U.K.) to form a 
jointly owned Canadian subsidiary for the purpose of 
selling in Canada, was held by a U.S. court to be an 
attempt to divide the Canadian market. The decision was 
that one of the two companies must divest itself of its 
holding in the joint Canadian company. (100 F. Siipp. 
514-1951) 

Possibly the most well known joint venture case 
resulting in a finding of illegality under the Sherman Act 
was U.S. V, Timken. 341 U.S. 593 (1951). Here an 
agieement not to compete between an American and 
two foreign companies interlocked by stock ownership 
was held illegal and not a legitimate “joint venture" as 
contended by the defendants. The defense was that the 
companies weie really a part of a single corporate family 
and therefore this was not the same as a division of 
mailcets between independent enterprises. 

Another type of joint venture situation was involved 
in U.S. V. Minnesota Mining and Manufacturing Co. 92 
F. Supp. 94? (1950). Here U.S. competitors established 
joint factories abroad with an understanding that the 
participants would sell through these joint foreign 
factories rather than export from the U S. The court 
considered this an unreasonable restraint of the foreign 
trade of the U.S. and required divestiture of stock in 
each foreign factory by all except one company. 

A joint venture, or the ownership and operation of a 
joint company, even among competitors, is not unlawful 
per se, but becomes unlawful if its purpose and effect is 
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to restrain or monopolize interstate of foreign trade. A 
joint company among competitors will be closely scruti- 
nized trom an antitrust standpoint just as will any 
agreement or cooperation between competitors, How- 
ever, it IS not to be condemned on tins tact alone. 

Joint ventures which include marketing m their 
activities are probably the most antitrust vulnerable. W. 
L. Fugate (Foieign Commerce and The Antitrust Laws, 
Little Brown, 2nd edition, 1973, p 366) states, “the 
cases seem to teach that joint marketing ventures 
between actual or even potential competitors will almost 
surely run into antitrust trouble.” In this connection, 
the courts have made little distinction between actual 
and potential competitors insofar as agreements not to 
compete are concerned. 

Joint manufacturing abroad, in itself, may not 
dmectly and substantially affect U.S. commerce. Even 
where U.S. commerce is affected, mere joint production 
not involving monopolization or other unlawful re- 
straints of U S. foreign trade is not unreasonable per se. 
However, joint production may lead to joint marketing 
and, as indicated, joint marketing between actual or 
potential competitors is likely to be found illegal. Where 
the competitors have a joint venture to obtain raw 
materials which they themselves use, the situation may 
be different, There may be sound economic reasons for 
joint production, such as sharing the high costs and 
unusual risks of production of raw materials in a foreign 
country. 

No antitrust difficulties should arise In forming a 
new foreign company in cooperation with local foreign 
investors who, for example, aid in financing a venture in 
return for a stock interest. Obviously if the local partner 
is well established m the same business the antitrust risk 
increases. In that case the American partner might cease 
or curtail exports from the United States which are 
competitive with the joint company. Other U.S. ex- 
porters would find that they were up against a combina- 
tion of two erstwhile competitors in the foieign market. 
And the foreign partner would be under some com- 
pulsion to restrict exports to the United States or to 
appoint the American company as its exclusive outlet. 

Perhaps the conclusion reached by the Attorney 
General’s Committee to Study the Antitrust Laws is the 
best available guide; Joint manufacturing or distributive 
activities abroad, even between competitors, should be 
deemed legal (1) if they involve no restrictions on U.S. 
imports and exports, and (2) if they do not unreasonably 
restrain competition in the American domestic market. 

Joint ventures abroad must also pass muster under 
any foreign antitrust laws which are applicable. Until 
recently challenges on antitrust grounds to American 
acquisitions of or mergers with foreign companies were 
non- existent. But this situation is changing quickly and 
some observers have written that in 10 to IS years 
antitrust conditions in Europe will be similar to those in 
the United States. The first signs of change in Europe 
came m 1969 when the Commission of the European 
Communities (EC) challenged Continental Can Com- 
pany’s acquisition of various European packaging manu- 
facturers. 

hi November 1973 the EC’s Court of Justice held 
that article 86 of the Rome Treaty, which prohibits “an 


abuse of a dominant position,” could be used to 
challenge acquisitions and mcrgeis in the Common 
Maiket, This point was previously in doubt and^ is fai 
moie significant lor aiitituist enfoicemenl in luiiope 
than the Couit’s decision that the (acts in the case did 
not show that Continental Can had violated Ailicle 86. 
The Commission appears to be lelying on this inlerpieta- 
tion in its recent investigations of inajoi intei national oil 
company and IBM' operations in Euiope. 

Investment Guaranties 

The U.S. Government piovides guaianties agamst 
some of the political risks and, in ceitain cases, a poition 
of the business risks, lelaling to new investment in about 
80 of less developed countiies. The political lisks 
covered ate. currency inconveitibility, loss due to 
expiopriation, and damage attiibutublc to wat, levolu- 
tion or insuirection. 

To be eligible for such insuiance and guaiantees, the 
investment must be made by a citizen of the United 
States or a corporation organized undci U.S. laws and 
substantially owned by a U.S. citizen, oi a foreign 
corporation which is wholly owned by U.S. inteicst. Tiie 
progiam is lun by the Oveiseas Private Investment 
Organization (OPIC), an independent agency In the 
executive branch. Congress lecenlly extended the 
agency’s authoiity until December 31, 1977. One of 
OPIC’s piincipal goals is to encouiage private iiivosl- 
ments lesponsive to local needs in less developed 
friendly countries. More infoimation on liiveslinent 
guaiantees is available from OPIC, 1129 20lh Slreet, 
N.W., Washington, D.C. 20527. 

Investment Controls 

The U.S. Government has never altcmpled to 
regulate overseas joint ventures as such, but in the leceiil 
past it has put lestrictioiis on the U S. financing ol 
foreign direct investments. Tins Foieign Direct Invest- 
ment Piogiani, administered by the U.S. Depaitment of 
Commeice, was discontinued in 1974 

LICENSING 

Patents, Trademarks and Know-how 

The rights granted m foreign licensing agreements 
are patent rights, trademark riglils and know-how, cithei 
alone or in combination. The licensor will tlieieforc 
want to take full advantage of any protection piovidcci 
by law to safeguard these rights. 

Statutes in almost every countiy of the world 
provide foi registering patents and tiadeinarks. Theie is 
no similar registration for unpatented technology, tiade 
secrets or know-how, although these lights can often be 
protected contractually, or under statutes relating to 
trade seciets or unfair competition. 

It is important to note that ownership or control of 
a U.S. patent does not automatically give protection in 
other countries or provide the basis for a license grant to 
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a foieign company. At piesent foieign patent lights are 
obtainable only by filing a separate application in each 
country in whicli protection is wanted. Under the 
Inteinational Convention for the Protection of Industrial 
Propeity, one wlio tiles an origmal patent claim in a 
mcinbei countiy has a priority light of application for 
the coriesponding patent right in other inembei coun- 
tries foi a peiiod of 1 year following the original filing. 
The nuinbei of countries which belong to the Con- 
vention has been using steadily and now stands at 85. 
This includes all of Ihe mclustrialued nations The Soviet 
Union joined in 1965 and most othei European com- 
munist countiies are also members. 

Acquisilioii ol patent iiglits on a mulli-countiy basis 
is complicated and is both expensive and time con- 
suming, Any firm with an inteinational patenting pro- 
gram can testify as to the high cost There are filing fees, 
registration fees and the lees of foreign patent agents to 
handle llie prosecution. Foieign patent systems have an 
extra cost fcaluie not piesent in the United States. Most 
countiies leqiuie paymeiu of maintenance lees periodi- 
cally, otheiwise the patent lapses. These fees become 
quite liigh in the latei years of the patent. In view of 
this, deciding which countiies to file for protection in 
can be difficult 

Like patent owneis, the United States and other 
goveinments are gieally concerned about the iiiler- 
luilioiial patent system. The eveiiisiiig numbei of foreign 
patent appJications is ovei-burdeiiing patent offices 
thioughout the world, with maiked delays in patent 
issuance. In 1973, foi example, the U.S. Patent and 
Trademark Office leceived 104,000 applications for 
patents. Of tlicse about 37,000 weie filed by Inventors 
icsidiiig outside Uie U.S. Comparing 1973 with 1963 we 
tind lliat filings by foreign applicants have about 
doubled. Olliei countiies levcal the same trend. 

To mcel this problem a diplomatic conference, held 
in Washington, D.C. May 25-June 19, 1970, agreed on a 
Patent Coopeiation Tiealy (PCT). Its puipose is to 
simplify the filing of patent applications on the same 
invention in a number of diffeient countries through a 
cenlial filing pioccduie and use of a standardized patent 
application foi m. 

A piincipal featuie of Uie tieaty is a piocedure 
peumlting an aiipticanl to file an international appli- 
calion -- in tlie Hiighsli language in the United States. 
The application will have a slaiidaid foimat acceptable 
to all mcinbci nations and will include designation of 
one 01 moie member nations in which the applicant 
desire.s pioteclion. At the lime of filing the international 
application will he subject to an international fee (to be 
dclcrniineil) but payment of national fees and tiansla- 
tion expenses will be delayed until completion of 
inlernational processing. An international search leport 
will then be picpaied, a copy of which will be furnished 
to the applicant, and a copy to each state designated by 
him. National processing, examination, and issuing of 
patents will Iticn be up to each nation under its national 
patent law. 

Befoic the PCT can become effective it must be 
lalificd by seventy countiies, of whom foui must be 
major nations with legard to patent activity. 


Americans should be aieit to tlie differences be- 
tween foreign patent systems and their own. One recent 
innovation in a miniber of countries is a system of 
deferred examination under which an applicant is given a 
period ot say, 5 years to decide wliether he wishes to 
prosecute his application, in tlie meantime full examina- 
tion is deterred Maintenance fees have already been 
mentioned as an added cost. It is vital that they be paid 
when due, otiieiwise patent rights may lapse. Most U.S 
companies utilize foreign patent agents to keep track of 
and make due payments However, this is costly and 
agents have been known to fail to make a required 
payment although instructed to do so. The U.S. Depart- 
ment of Commerce has prepared a report on these 
requirements m selected foreign countries. {See article 
entitled "Foreign Rules on Need for Agents to Pay 
Patent and Trademark Maintenance Fees” 

Another significant feature of many patent laws 
abroad is compulsory woiking. The most common type 
ot law is that which provides for compulsory licensing of 
patents which have not been commercially used. The 
rule of the International Convention is that a patent 
shall not be subject to conipulsoiy licensing before the 
expiration of 4 years from the date of filing the patent 
application or 3 yeais from tlie date of the grant, 
whichcvei is later. The patent may be subject to 
forfeiture after a further 2 year period, if not properly 
worked. 

Like patents, trademarks aie a limited monopoly 
right granted by a government witliin its own aiea, A 
U.S. company acqiiiies foieign trademark rights by use 
or registration in each country and retains these lights 
by obseiving the local requirements with respect to 
renewals, fees, supervision and use of the registered 
maiks. 

Unlike patents, which are limited to a fixed term of 
years and then expire, trademarks may be renewed. 
Trade- marks, therefore, have a permanency denied to 
patent rights. It should be noted that m most countries 
the fust peison who applies for a trademark is entitled 
to a registration and to exclusive properly rights in the 
mark, i.e., rights depend on registralion rather than use 
of the mark as in tlie United States. In certain countries 
having “Registered User” requirements, a trademark 
licensee must registei as such with the government. 
Failure to do so can result in cancellation of the mark. 

Trademark registration abroad is facilitated and 
protected by tlie International Convention in much the 
same manner as patent applications but the priority 
right IS limited to 6 monllis. Only by timely and 
widespread registration can a company be sure of having 
the right to use and to keep others from using its 
trademark in foreign markets. 

As m the case of patents, the owner can assign or 
sell his trademaik or can license its use to others. 
However, in the case of licensing, he must in most 
countries undertake a supervisory responsibility beyond 
that required in patent licensing. 

Unlike the present situation in the patent field, it is 
possible to centralize protection in an international 
trademaik registration under a treaty known as the 
Madrid Arrangement. About 21 countiies belong, al- 


73 



tJiough the United States is not a member. Under this 
Arrangement the trademark owner must register his 
mark in tlie member country in which he is domiciled. 
On tlie basis of this registration, the International 
Bureau in Geneva, Switzerland issues an international 
registration Tins is then deposited by the Bureau in 
each member country which pioccsses it in accordance 
with local law A U S tradematk ownei can lake 
advantage of this if he has a bonafide industrial oi 
commercial establishment in a member counliy. 

The basic advantage of inlei national Irademaik 
registration is that it saves money The fee for inter- 
national registration is considerably less than the total 
of the fees due in each country toi sepaiatc regis- 
trations. 

The United States and several other countries have 
negotiated a new central filing regime for trademarks, 
called the Trademark Registration Treaty (TRT). This 
treaty eliminates certain features of the Madrid Agiee- 
nient whicli are objectionable to the United Stales, 
primarily that which requires an applicant to have Ins 
mark registered in his home country before the mark can 
be applied for as an international registration. The TRT 
has not yet been ratified by the United States or any 
other country. 

While know-how has a limited recognition as a legal 
properly right, it does not have statutory protection like 
that for patents and trademarks So in granting a foreign 
company the right to use unpatented know-how, the 
licensor is quite dependent on good faith and contrac- 
tual safeguards for tlie protection of Ins ownership 
riglits. 

Antitrust and Patents 

The simple grant of a patent license raises no 
antitrust questions. Whether the limitations included in 
the license as to the nature and scope of the rights 
granted are permissible depends essentially on whether 
they constitute restraint on competition outside the 
scope of the patent grant 

Among the limitations in patent licenses which have 
raised antitrust questions are restrictions on price, field 
of use, territory, resale, tie-in requirements and patent 
pools 

In the 1926 case of U.S v. Geneial Electric Co., 272 
U.S 476, the Supreme Court held that a single company 
engaged m manufacturing and selling a patented product 
may fix the prices at which a competitor licensee may 
sell G E. licensed Westinghoiise to manufacture and sell 
patented lamps at prices fixed by G.E. on its own sales. 
The Supreme Court upheld this price limitation as a 
condition of sale reasonably adapted to secure pecuniaiy 
reward lor the patentee. 

Blit this doctrine of the G.E. case does not 
legitimize all contracts of a patentee designed to fix 
prices under a license. Later couit decisions have 
narrowly limited the application of this rule and have 
held: (1) the sale of a patented article puts control of 
the purchaser’s resale price beyond the pateritee’s powei; 
(2) the licensor cannot fix prices on unpatented pro- 
ducts resulting from the operation of a patented process 


or of a patented mactiine, oi whcie only p.iil ol the 
pioduct IS covered by patent claims, (3) the licensoi 
Cdiinot fix the price of an unpatented component ot a 
patented combination, (4) a gioup ol conipanie.s in the 
same industiy cannot join togetliei iiiulei patents and (ix 
industry-wide prices 

The Supieme Couil has taken a cleai-ciit stand on 
price control agreement of iinpatented goods. Such 
agreements are illegal restraints of tiadc under llic 
Sheimaii Act, regatdless of the reasonableness of llieii 
effect on prices (U.S v, Socony-Vacuum Oil Co., 310 
U.S. 150-1940). 

It has also been held that a patentee may license the 
manufacluie or use of a patented pioduct wiliiin a 
limited field oi within a fixed tciiitoiy In (ieneial 
Talking Pictures Coip. v. Western F.lectiic Co 305 U.S 
124 (1938), Western Hlectiic licensed the manufacluie 
and sale of patented vacuiiin lube amplificis, the liccn.se 
extending only to amplifiens foi use in the noncommci- 
cial field. One of tlie licensees made amplificis foi 
commercial use and sold tliem to the clefciulanl, who 
bought with knowledge that tliey were made and sold in 
violation of the license. The Court found infiingcnierU in 
the manufacture and use outside tlie field specified in 
the license. 

In Brownell v. Kelctiam Wire and Mfg. Co , 211 
F.2^ 121 (1954) the Coiut ruled that a teuitoiially 
restricted patent license within tlic United Stales was 
valid However, it is geneially agieecl tliat tenilonal 
restnclions extending beyond the geographical limits of 
the country cannot be justified. 

Tying clauses in patent licenses which lequire the 
licensee to purchase from the palciUee unpaleiited oi 
patented ai tides not within tlie scope of the licensed 
patent have been coiuienimed. Conditioning the giant of 
a patent license upon payment of loyalties on nil- 
patented pioducts may be misuse of the iiatonl ant! a 
violation of the Shciinan Act unless the loyalty agiec- 
ment was made foi the pai ties’ convenience and not 
coeiced by the patentee, A loyalty agieeinciU based on 
the licensee’s total sales does not give rise to any 
inference of misuse. Automatic Radio Mfg. Co. v. 
Ilazeltine Reseaicii Inc., 339 U.S. 827 (1950) 

Finally, the Courts liave adopted the lulc tliat the 
fust authorized sale of a patented ailicle exhausts the 
patent monopoly, and the patent cannot justify furlhei 
resliictions on the use of the article by the puidiasei As 
a lesult. Courts have invalidated hmitalions as to resale 
prices, Ol tie-in clauses, or restnclions on expoits. 

A cuirent case of widespread inteiest was filed by 
the Department of Justice on Apiil 22, 1970, clunging 
Westinghoiise Electric Coipoiation and two Japanese 
companies with conspiring to lestiain liacle between the 
United States and Japan thiough leslrictivc patent and 
technology licensing agreements. As of January, 1975 
the suit has not gone to trial. The suit chaiges lliat: 

-Westinghoiise and Mitsubishi of Japan iuivcagiced 
not to sell the licensed pioducts in each otiicr’s home 
country regardless of whethci such pioducts aie 
patented oi not. 

-Westinghoiise lequiied the Japanese companies to 
accept a bioader license than they desired, thus ex- 
tending the tenitoiia] lestnctions to additional pioducts. 
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-The compiinics agreed to make loyalty payments 
to each othei, iiiespective ot wtiethei the jiioducts on 
which royalties weie payable were patented oi weie 
pioducccl by using the licensed technology. 

'1 he leniedy sought is lei mination of the agieenicnts 
and a leqiiiiement that the companies license each othei 
nonexcliisively m a contiact coveiing all their present 
and tutiiie patents with no leiritorial limitation “foi a 
leasonable period of time." 

Many U S. licensois of patents and know-how to 
oveiseas companies are concerned ovei the Westmghouse 
suit. '1 hey loisee a Hood of import competition tiom 
toieign licensees possessing highly favoiable cost advan- 
tages. Also they teai loss of thud coiintiy maikets to 
licensees. 

'I'liis case raises toi judicial review a consideiation 
wliicli is piesent in viitiially every hconsnig contiacl- 
wliethei the licensee is to be pei nutted to sell m the 
United vSlate.s. In the opinion of many such a resliiction 
IS essential. Licensing a joint ventuie or a potential 
compelitoi to undcilake local inanufactuie may not 
make good business sense if it icsults in tlie establish- 
ment of a competitoi in the U,S. maiket, 

The Depaitmenl of Justice has been giving m- 
cjea.sing iiUenlion to patent agieements and has foimctl 
a PiUonL Unit to handle litigation involving restrictive 
practices in licensing of patents and loclinology. The 
legality of a nuinbci of patent and know-how licensing 
piactices has been challenged, including agreements not 
to coiUest the validity of patents, agieements dividing 
fields of use and agieements that lequiie a giant back of 
patent ovvneiship on improvements. The latter has been 
alleged to leduce tlic incentive of the licensees to make 
impn^vomcnls oi to invest aiound the licensed patent. 

Incensing aiiniigcmcnts may also fall within the 
scope ol the HC antitrust uiles, oi the national laws of 
othei coLiiUries The liC rules aie based on Aiticle 85 of 
the Rome Tieaty. That aiticlc prohibits any agieements 
likely to advcisely affect trade between member states. 
In piiilioulai, piicc-fixing agieements, tcrritoiial lestnc- 
tlons and tic-in agieements, among oiliets, are null and 
void. Ilowcvei, thcic is an exemption, iindoi paragiaph 3 
of All, 85, of agieements which contiibute to the 
itnpiovenieiU of the pioduclion oi distiibiition of goods 

As ol January 1, 1974, about 35,000 agreements 
had been decided upon by the authoiities in Biiissels 
pUKsnant to the leqiiirement that all such agreements be 
registered. Of these registiations, somewhat more than 
5,000 weie licensing agieements, but the exact number 
is not available. At the same time, about 4,000 notifi- 
cations weie awaiting decision, lialf of which were 
notifications for licensing agreements. For a time it 
appealed that the LC Commission would issue gioup 
exemptions foi specified types of licenses (as was done 
foi .specified exclusive dealciship agreements). Howevei, 
it now seems that each license agreement will be 
separately leviewed and an individual decision made in 
each case. 

Theie is language in Regulation No. 17 of the 
Council of Ministers, of March 13, 1962, which was the 
fust regulation issued under the antitrust aiticles, that at 
fiisl glance might seem to exempt most license agiee- 
nients. Aiticle 4(2)(ii)(b) piovides for exemption wlieie: 


(u) only two enterprises take part and the sole 
effect ot these arrangements is , . . 

(b) to impo.se restraints on the rights of any 
peison acquiring or using indusfn.il prop- 
erty rights-paiticulary patents, utility 
models, registered designs or trademarks— 
or on the nghts of any person entitled, 
under a contract, to acciiiire or use manu- 
facturing processes or know-how relating 
to tlic utili/.ation or application of indus- 
trial lethniques. 

This language has been taken to mean that there is 
no exemption it the icstnctions go beyond the scope of 
the patent grant or the trademark right or the nghts in 
the know-how. Such restiaints as the following would 
presumably go beyond the exemptioir 

-commitments extending beyond the period of 
validity of the property light, 

-licensee may not acquire, manufacture oi sell 
competing products, 

—licensee may not export to another member 
countiy, 

-licensee undertakes to impose competitive restric- 
tion on Ins customeis. 

Under piesent circumstances it is desiiable to notify 
the Commission ot any agieement containing such 
restrictions. By doing so one may succeed in obtaining a 
declaration that the license qualifies under the exemp- 
tion of Art. 85(3). Not doing so exposes the licensor to 
the risk that the agieement may be declared null and 
void It may be asked whetliei an American company 
may ignore the regulations since, as a foreign company, 
It is not under the jurisdiction of the Commission. 
Howevei, the Commission may impose fines on both 
paities and lake steps to satisfy the fine against assets of 
the foicign enterpiise within tlie EC. They niiglit also 
levy against existing industrial property rights. 

The notification task should not be left to the 
European licensee That party might not make the best 
possible case to secure an exemption Me would also 
often have an aiiveise interest. A declaration of in- 
validity could relieve the licensee of his obligation to 
continue paying royalties. 

Certain clauses in patent license agieements are 
specified, in the opinion of the Commission, in a Notice 
issued Deceniber 24, 1962, as “not piohibited by Article 
85”: 

1 Restrictions on field of use (manufacture, 

selling). 

2. Restiicling the manufacture of a patented 
article oi tlie working of a patented process to 
certain technical applications. 

3. Restricting the quantity of articles to be manu- 
factured or the number of occasions of working 
the invention or process. 

4. Limiting the license in time (shorter term thai 
patent), m area (part of tenitory covered b' 
patent or specified place of business), or ii 
respect of persons (restriction on licensee’ 
power of as.signment or sub-license). 
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5. Requiring ttie licensee to mention the patent on 
tlie article. 

6. Imposition on the licensee of stanclaicis of 
quality, or tlie procurement of certain pro- 
ducts, parts or raw materials, essential to the 
proper teclinical working of the jiatent. 

7. Undertakings by the grantor not to license 
anyone else, or not to work the patent iiimself. 

According to tlie Notice, contracts containing no 
other restrictions than those mentioned are not pro- 
hibited. Tliey need not be notified to the Commission 
and it is not necessary to obtain a clearance for such 
agreements 

Few less developed countries fLDC’s) liave antitrust 
laws or enforcement machinery. They desire to foster 
and induce the inward transfer of technology would in 
any event cause them to be extremely Joallie to interfere 
in licensing arrangements. Tins attitude, however, is 
changing. LDC governments are taking an increasingly 
questioning attitude toward restrictions which hamper 
their trade and industry. 

The United Nations Conference on Trade and 
Development (UNCTAD) has ordered a study of Restric- 
tive Business Practices Affecting Developing Countiies, 
It has asked member countries to submit copies of any 
contracts and agreements which contain restrictive 
clauses This covers not only patent licenses but also 
joint ventures, and loeuses on restrictions on export.?, 
selling quotas, requirements for sales through designated 
agents, restrictions on export prices, iiiternatjonai alloca- 
tion of markets, controls over distributors and certifica- 
tion requirements. It is too early to say what this study 
portends but it clearly evidences deep concern by the 
LDC’s that business arrangements should not be so 
restrictive as to impede LDC trade and development. 

The acceptability of a license or joint ventuie undei 
U.S. law can be tested by submitting a request to the 
Department of Justice. Under the Business Review 
Procedure, businessmen in doubt about the legality of 
proposed transactions may submit them to the Antitrust 
Division for review and for a statement of the Depart- 
ment’s enforcement intention. Tlie Review Procedure 
does not grant absolute clearance or immunity from 
furllier Court action. However, the Department has 
never brought a criminal action in any case where it was 
requested for an advisory opinion, where there was full 
disclosure of information at the time the request was 
submitted. 


Tax Aspects of Licensing 

Income from licensing patents, trademarks, copy- 
nghts and know-how is, like all income of an American 
corporation, taxable under tlie Internal Revenue Code 
irrespective of its source. Generally, income from a 
direct license is taxed at ordinary tax rates, with a credit 
against the U.S. tax for the foreign income tax which is 
withheld on payments by the licensee. 

Capital gains treatment may be obtained for li- 
censing income under certain circumstances. If all 
substantial rights in a patent are transferred the trans- 


action may qualify as a sale oi exchange. '1 his ncce.s- 
sitates cither tiaiisfei of legal title in the pateni with 
legislation of the tiamsfeice as patent ownei, or 
gianting an exclusive license within a pailiciilai aica foi 
the life of the patent. Sales of tiademaiks and know-how 
may also be made by a.ssignment of title oi gianling an 
exclusive license in a limited geogiaphic aiea loi a 
perpetual period. A sale of know-how pieseiits adili- 
tional difficulties, its iiatuic as “piopeily” must be 
cleaily established and the licensee should icceive the 
right to prevent its unauthorized ciisclosiue. 

Wliether all substantial rights have been tiansleiicd 
in a given transaction is a fiequeiitly disputed point. 
Retaining such valuable rights as the unconditional right 
of the licensor or transfeioi to terminate at will oi upon 
giving notice makes capital gam tiealment unavailable. 
But it is permissible for the licensoi to lelain the powci 
to terminate the agreement upon the occutcnce of an 
event not within his contiol. 

The exchange of patents, tiademaiks and know-how 
for shares in a foregin company constitutes a taxable 
exchange of a capital asset. This type of tiansfer has 
been used incieasingly, particuhuly when the transfeiec 
country taxes dividends at a lowei late than royalties. 

The exchange of patents, Iradcmaiks and know-how 
for shales m a foieign coiporation may be tax-fice foi 
the licensor if an advance luling can be obtained fioin 
the Iiiteinal Revenue Seivice that the pioposed liaiisfei 
IS not for the principal putpose of avoiiling h’edcial 
Income Tux. The Internal Revenue Scivice has i.ssued 
giudelines to use in securing such advance lulings (Rev. 
Proc. 68-23, Intornai Revenue Bulletin. May 27, 1968). 
Among Its provisions is a list of conditions where a 
favorable ruling will not be issued— such as, wlieie it js 
reasonable to believe the patents, etc. will be licensed 
after the tiansfer or where the patents me to be used to 
manufacture goods for sale oi use in the United States. 

Prior to the Revenue Act of 1962 It was common 
piactice to tiansfer patent and know-how rights to a 
foreign base company, i.e., oigam/.ed in a low-tax 
jurisdiction. The base company llicn caiiied on licoiusing 
operations, paying very nominal taxes on its loyalty 
income. 

The 1962 legislation changed thus pictme in two 
principal ways: (i) it did away with capital gains 
licensing between a U.S. company and a contiolled 
foreign corporation so that tiansfei of patents and 
know-iiow to a foreign base company would now be 
taxed at ordmaiy income tax rates; (li) it subjected 
royalty income of a foieign base company to current 
U.S taxation, ending its defeired status. 

Licensing may still be caniecl on tiiiough a foieign 
corpoiation with tax defciral if an active Hade or 
business such as manufactuiing is being conducted. In 
that case the share of the foreign coipoiatioiTs total 
income represented by royalties and ollici “passive” 
income (dividends, interest, rents) may not exceed 30%, 
otheiwise such income would become subject to cuuenl 
U.S. tax. 

A foreign subsidiaiy may also be used to advantage 
to carry on licensing operations in LDC’s. The loyalties 
in that case would enjoy tax deferral if invested m 
LDCs. 
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Export Controls 

The Export Administration Act of 1969 authorucs 
the President to piohibit oi cuitaiJ exports of com- 
modities and technical data from the United States. 
Under tins authority tiie Department administers a 
control system based on national secuuty, foreign policy 
and short supply needs in the United States. Most 
exports to Canada ai c free of license. Shipments to othei 
destinations require either validated license for winch 
the expoiter must submit a signed application, or a 
general license. A general license is a broad authorization 
which lequires neither an application by the exporter 
nor the issuance of a license document by the Depart- 
ment. 

There are two general licenses foi the export of 
technical data. General license GTDA (Technical Data 
Available to All Destinations) authorizes American 
expoiteis to tiansmit to any destination unclassified 
technical data of a scientific or educational natuie. The 
othei general license (GTDR-Technicai Data under 
Restriction) authorizes exports of a broad range of 
unpublished technical data to free woild countries. Such 
exports are, however, subject to assuiances from the 
foreign importer against the unauthorized use of both 
the data and its direct pioduct. Aside from data relating 
to a few highly strategic commodities, most technical 
data can bo exported to fiee world coimtues undei these 
gencial licenses. Generally available published data and 
scientific and educational data, may also be exported to 
Uastorn European countries under geiieial license. On 
the other hand, expoits of unclassified unpublished 
technical data requires a validated license to Eastern 
Euiopo, Asian Communist areas and Cuba, 


GOVERNMENT AIDS AND SERVICES 
Department of Commerce 

Commerce piovidcs liadclists to help In finding 
cuslomeib, distilbutois, agents and licensees abioad; 
world tiade directory repoits containing basic com- 
incicial and financial iiifoiniation on specific foreign 
films and individuals; and all kinds of customs, tax, and 
legal infoimation, including patent and tiadeinark legii- 
Jations abroad. 


Two services aie available from the Depaitment of 
Commerce to help persons or companies find a qualified 
licensee abroad. If the potential licensor wishes to 
address his appeal to a wide audience m many countries, 
the Department will anange to publish the proposal in 
Commeicial News-a monthly publication sent to all 
Foreign Service Posts. If the American firm can identify 
three to five countries of particular interest, the Depart- 
ment will lequest the Foreign Service to canvass the 
local business community and identify the most promi- 
sing prospects. For further information write to Foreign 
Investment Services Staff, Office of Export Develop- 
ment, Room 4021, U.S. Department of Commcice, 
Washington, D.C 20230. 

The Buieau of International Commerce (BIC) peri- 
odically sponsors trade missions to potential foreign 
markets. The missions are basically selling teams sent out 
to develop business opportunities. The mission members 
talk in person with foieign businessmen. They take witli 
them specific business proposals submitted by American 
firms. Tlie teams include experts in various lines of 
business and industry, Tliey return with proposals and 
offers submitted by foieign firms and these are made 
freely available to the business community. The U.S, 
Depaitment of Commerce District Offices can help you 
secure these and other helps to doing business abroad. 

Investment Guaranties 

Guaranties arc issued to covei an investment in the 
form of a licensing agicement for the use of patents, 
processes and techniques in exchange for royalty pay- 
ments. Oidmarily, however, an agreement calling for 
payments of royalties or fees will not be eligible for 
guaranties unless the investment is intended to extend 
for at least 5 years. 

Coiigiess specifically included these intangible assets 
in the investment guaranty program to encoiuagc the 
spread of advanced technological methods. Trade names, 
tiademarks and goodwill, while often closely associated 
with the license of patents, processes and techniques, are 
not eligible for guaranties. The maximum convertibility 
coverage obtainable under a licensing agieement is the 
sum of the royalty payments over the life of the 
contract. The investor must furnish OPIC with a copy of 
the licensing oontiacl and substantiate both the reason- 
ableness of the royalty rate and the estimate of royalty 
payments. 
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FOREIGN RULES ON NEED FOR AGENTS TO PAY PATENTS 


By JOSEPH M. LIGIITMAN 
Foreign Business Practices Division 


In response to request from U.S companies about 
the necessity of having representatives abroad pay 
aniuiai patent and trademark fees, the Foieign Business 
Practices Division, Office of International Finance and 
Investment, requested American Embassies in 34 coun- 
tries, comprising majoi sources ot U.S. patent and 
trademark activity, to survey the situation Each Em- 
bassy was asked to determine if its couiitiy of location 
permitted such fees to be paid directly to the Patent 
Office (or othei appropriate agency) by the foieign 
patent or trademark owner residing abroad, oi by his 
representative m a tlurd country, oi if such coiintiy 
required these payments to be made only thiough a 
domestically domiciled agent or repiesentative. 

The survey was undertaken in U)?! and, so far as 
can be determined, no major changes have since occiired 
in these countries. This article which is based on that 
survey has been prepared to assist U.S tirms in 
ascertaining costs of servicing maintenance fee paymeiit.s 
once registiations have been obtained. 

Most countries, unlike the United States, requiie 
patent owners to pay an annual maintenance fee or tax 
to keep their registiations in force These payments aie 
on a graduated scale, increasing sharply in the patent’s 
later years Countries generally do not lequire yearly 
payments to keep trademarks in force, fees are lequircd 
for renewal alter first registration, usually for 10- to 
20-year periods. Spam and Yugoslavia are exceptions 
and leqiiire certain periodic payments. For purpo.se of 
this article, the term “maintenance fcc(s)’’ applies to 
tees and taxes required to keep a patent or a trademaik 
in force, during the permitted registration period. 

In the following countries, such fees may be paid 
directly by the foreign owner oi his repiesentative in a 
third country Argentina, Australia, Austiia, Belgium, 
Denmark, Finland, France, Clerman Federal Republic, 
Iran, India, Israel, Italy, Korea, Mexico, Norway. Paki- 
stan (see explanation below), Philippines, South Africa 
(see explanation below), Switzerland, Sweden, and the 
United Kingdom. 

In the following countries a local agent or repiesen- 
tative IS required to make the maintenance lee pay- 
ments. Brazil, Chile, Czechoslovakia, Greece, Japan, 
Netherlands, Portugal, Spam, Taiwan, Turkey, USSR, 
Venezuela, and Yugoslavia. 


A number of countiios that do not icqiiiie pay- 
ments tliiough local lesidents have noted that, with 
lespect to payment lemindeis oi olhei coiiespoiulence 
legarding fees, they will not coticspond with any loieign 
addiessee, only a local lepiesentative Such coimtiies 
include Austialia, Finland, India, Pakistan, Switzeilaiui, 
and the United Kingdom. Pakistan autlioiities note that 
while legally, direct payments can be made, a local agent 
will be needed since they wilt not coinnuinicate with 
anyone else The Swiss and Tlie Netheilaiuls Patent 
Otfices peiinit domestic patent agent.s to have accounts 
with them tioin which maintenance lees aie debited 
when due on a client’s behalt In Finland, the A.ssocia- 
lion of Finnish Patent Attorneys will witluliaw it.s 
mcmbei.s from any patent case wheie maintenance lec 
payment.s are made by the foieign ownei tliteclly to the 
Finnish Boaui of Patents (Patent Oflice) In South 
Africa, while regulations leclinically peimit f'oicigneis to 
make direct payments, foieign fiiins must attach ceitam 
levenue stamps obtainable only in that countiy. 

The situation foi each of the 34 countiie.s i.s 
desciibed in the succeeding paiagiaphs. Requiioments 
foi -seivicing tiademaiks aie noted only wheie the 
countiy icquiies payment of annual oi othei peiiodic 
maintenance fees to keep them in lotce dining the 
legistration peiiods 

Argeiitina-Not necessaiy foi foieign owneis of 
patent legislrations to make maintenance fee payments 
thiough local agent oi lepiesentative. Nomesident can 
pay directly by check oi bank draft to “Secietaiia tie 
Estado de Indusliia y Coineicio Interioi, Diieccion 
Nacional de la Piopriedad Industrial,” Av. Julio A. Roca 
651, Buenos Aties. Thud parly lesident anolhci countiy 
can have US. owner’s powei of attorney make pay- 
ment.s. 

Australia-Patent maintenance fee payments may be 
made directly by foreign ownei oi agent. Not necessaiy 
foi agent reside Austialia. Desiiable for patent ownei 
piovide address of local peison for Patent Office contact 
on matters such as incorrect fee payments, changes fee 
schedules and due dates. Not incumbent on Patent 
Office infoim foreign patent owners of fee due dates. 
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Austria-MaiiUeniince fee payments foi rcgisteied 
patents can be made directly by foreign owners or othei 
aiittioii/'ed pailies not resident Austria Repiesentative 
in third country can exeicise power of attoiney and 
make payments for foreign owner. 

Belgium-Foreign owneis of patents can pay main- 
tenance fees directly to Ministiy of Economic Affaiis 
(Industrial and Commeicial Propeity Service). Biussels, 
without engaging local lepresentation, oi letaining agent. 
Such payments can also he made by ownei’s repiesenta- 
tive resident third countiy For tiademaik situation, see 
Netherlands' on Benelux Tiademarks Office procedures. 

Brazil-Maintenanee fees for foieign-owned patents 
cannot be paid directly fiom abroad Ilowevei, such 
payments can be made thiough any representative 
resident Brazil, not necessaiily patent agent oi with 
powci of attorney 

Cliile-ManUenance fee payments for foieign-owned 
patent legisliations can be made only by duly registered 
Chilean patent attoiney with power of attorney, not by 
anyone else. 

Trademarks held by Cliilean subsidiary of U.S 
company may be renewed by any authorized lepresenta- 
live such company. 

Czechoslovakia— Foreign patent owneis must make 
patent maintenance payments through local agents 
designated by Czechoslovak Office of Patents and 
Inventions. Nomcsidents must be lepresenled in dealings 
tlial Office eithei by attorneys fioni Czechoslovak Legal 
Advice Buieaus No 1 oi 10, government-contiolled 
lawyeis coopciatives, oi from “Umpatent,” a specialized 
government organization. Not possible third person 
residing another country make payments for U.S. 
patent ownei . 

Denmark-Foreign patent owners may make direct 
payments maintenance fees; no inleimediary necessary. 
Such payments may also be made on behalf U.S. owner 
by any third paity lesklent anothei country. 

Finland— No legal requirement that annual main- 
tenance fees for foreign patents be paid only by local 
agent NomesideiU foieign owner, or third patty resident 
anywhere, can make such payments directly. Howevei, 
Finnish Board of Patents (Patent Office) will not remind 
or inform foreign owners of payments due, or changes in 
fees or exchange lates. Board considers it piactical 
necessity foi owner to have Finnish agent for all patent 
tiansactions. Association of Finmsii Patent Attorneys 
will have its members withdiaw fiom any patent case 
where annual maintenance fees are paid directly by 
owner to Board of Patents. 

France-Maintenance fee payments for foieign- 
owned patents do not liave to be made by, or througli, 
local agent or other representative. Nonresident foreign 
owner, or authorized party in another country can make 
such payments directly to “Agent Compatable” of 
Flench Institute of Industrial Pioperty (INPI) by inter- 
national money older. 


Germany, Federal Republic of-Nonresident patent 
owneis do not have to make maintenance payments 
through local agent or other representative in Germany. 
Such owners, or authorized representatives in third 
countries with power of attorney from owners, may 
make such payments directly. Local representative re- 
quired in dealings with Patent Office to rectify matters 
where annual fees not paid in time. 

Greece-If toreign owner of patent registration in 
Greece does not reside that country, he has to submit 
payment through authorized party, can be anyone with 
owner’s power of attorney, Greek Patent Office will not 
accept payment of foreign patent maintenance fees by 
mail 

Iran— Foieign patent owners need not make re- 
quired payments of maintenance fees through local 
agents or olhei representatives in Iran, Such owners, or 
authorized representatives in third countries, may pay 
directly to Depaitment of Company Registration, Tiade- 
marks and Patents, Avenue Sabt, Tehran. 

Iiidia-Payment of maintenance fees for foieign- 
owned patents can be made by the owner directly, or 
through a local agent, or through an agent in anothei 
country, to the Indian Patent and Trademarks Office. 
The only requirement is that foreign firms have Indian 
niailmg addiess because Office does not communicate 
directly to parties outside India. 

Isiael— No legal requirement that foreign owners of 
patents pay maintenance fees througli local agent or 
olhei representative in Israel, Sucli owners, or au- 
thorized representatives in thiid countries, may make 
payments directly Recommended that such payments 
be made through local bank which would transfer tliem 
to Patent Office in local cunency coiTe.sponding to exact 
fees. 

Italy-Mamtenance fee payments for foreign-owned 
patents may be made directly to Italian Patent Office by 
foreign-owner resident outside Italy; or by lus represen- 
tative in Italy or in his own or any third country. 
Payments from outside Italy may be made directly to 
that office by internation^ money older. Payments 
wilhm Italy must be deposited at local Post Office, ami 
receipt sent to Patent Office. 

Japan— Maintenance fees for foieign-owned patents 
must be paid by owners through representative or agent 
in Japan. Foreign owners resident abroad cannot make 
payments directly to Japanese Patent Oifice, noi can 
leprcsentative parties third countries make such direct 
payments their behalf. 

Korea— Fees to maintain patents in force may be 
paid dneclly to Korean Government by nonresident 
owners. No mtermediary representative required. Any 
lesident in third country having foreign owner’s power 
of attorney may also make such payments directly to 
Korean Government. 

Mexico— Foreign owners of patents, residing abroad, 
may pay maintenance fees directly to: C Tesorero de la 
Federacion, Director Propriedad Industrial, Secretaria de 
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Iiidustna y Comercio, Mexico 7, D F,, Mexico Repre- 
sentative in third country, with power of attorney from 
foreign owner, can make such payments above office, 
provided his power of attorney has been duly filed with 
that office. 

Norway-Foreign owners do not have to pay main- 
tenance fees for patent registrations through local 
representative. Such payments can be made directly by 
foreign owners regardless where domiciled, also by any 
representative party holding power ot attorney 

Netlierlands-Payinents of maintenance fees for 
registered patents owned by foreigners must be made by 
representative residing in Netherlands, not necessarily 
registered patent agent However, persons other than 
patent agents rarely used this purpose since Patent 
Office has computerized service with patent agents foi 
reminder notice on patent fees due. Patent Office also 
maintains standing accounts with patent agents from 
which payments are deducted. All trademark matters 
now handled by Benelux Trademarks Office at The 
Hague; no maintenance, only renewal fees. 

Pakistan— Legally, foreign patent owner, non- 
resident Pakistan, can make maintenance payments 
directly to Patent Office/ But, nonresident will not 
receive any communications or receipts from authorities. 
For practical purposes, tlierefore, payments may liave to 
be made through local agent since law requires an 
“address of service in Pakistan” for transactions, and 
authorities will not correspond with anyone on patent 
and trademark matters outside country. Third party 
resident in another country cannot hold power of 
attorney in Pakistan from U.S. ownei to make such 
payments. 

Philippines-Foreign owners of patent registrations 
may make maintenance payments directly to Patent 
Office, even if nonresidents. Not necessary to make such 
payments through local agent or representative. 

Portugal-Mamtenance fee payments for patents 
must be made by foreign owners either through Portu- 
guese agent, or other third party resident Portugal with 
power of attorney from owner authorizing such pay- 
ments. 

South Africa-Payments of required fees to keep 
foreign-owned patent registrations in force can be made 
directly to Patent Office by foreign owners. But, foreign 
firm must complete renewal form and attach South 
African revenue stamps obtainable only tliat country. 
Only patent agent can ordinarily act for aiiotlier party in 
South Africa. However, if another party that country 
obtains the stamps and affixes them to renewal foims, 
this IS acceptable. 

Spain— Payment of fees for maintaining foreign- 
owned patents (annually) and trademarks quin- 
quennially) must be made thiough an officially sanc- 


tioned agent oi other representative in Spam with piopei 
authority No dnect payments can be made by toieign 
owners oi repieseritatives in third countries 

Sweden— Not necessaiy foi foreign patent owneis 
pay maintenance fees through lepiescntatives in Sweden, 
can make such payments diieclly Rcpiescntalives in 
third countries can also make such payments on behall 
of owneis 

Switzerland— Maintenance fees tor foieigii-owned 
patents can be paid directly by owneis oi lepieseiUalives 
anywheie. However, reminders on patent fees aic not 
sent to owneis or lepiesenlalives abioad, only to 
lecoided Swiss representative.s. Patentees may open 
deposit account with Patent Office, giving it instuiclions 
on every case vvheie account to be debited foi specitic 
patents Over-drafts due lack of funds can cau.se cancella- 
tion. Patent Office suggests advance fees be paid lor 
seveial years or foi entire life of patent involved. In 
absence deposit account, fees payable by bankei’s check 
at Swiss bank. 

Taiwan— Payment of maintenance fees foi toieign- 
owned patents can only be made thiough resident patent 
attorney registeied Taiwan. The foreign ownei of a 
patent cannot make such payments directly whethei oi 
not he resides in Taiwan. No representative in thud 
country can have lecognized power of attorney make 
such payments 

Turkey— Foieign patent owners must pay main- 
tenance fees through an agent resident in Tuikey, 
selected fiom a government appioved list of Turkisli 
agents 

United Kingdom-Foieign patent and tiademaik 
owneis not required to pay maintenance fees thiough 
local agents. Payments may be made diiectly to Patent 
Office by owner residing abioad or his lepiesentative in 
third countiy. Biitish autlionties suggest desirability of 
U.S. patentee appointing patent agent oi oveiseas 
subsidiary to lendei “personal reminder” scivice foi due 
dates and changes in fees. 

USSR-Foieigneiscan pay maintenance fees to keep 
patents in force only through Patent Department of 
All-Union Chambei of Commerce which charges fees foi 
such services. 

Venezuela-Patent maintenance fees must be paid in 
cash (not check) through personal appeaiancc by owneis 
or legisteied agents at the Registry ol Indusliial Prop- 
erty of tile Ministry of Development. 

Yugoslavia-Foieign patent and trademark owner 
must be represented by “a professional representative 
who is a Yugoslav citizen holding a powei of attorney” 
in dealings with Fedeial Patent Bureau, including main- 
tenance fee payments (annual foi both patents and 
trademaiks). 
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By VINCENT TRAVAGLINI. DIRECTOR 
OJftce of International Finance and Investment 


The nature and extent of the inflow of pioduct and 
design technology to ttie United States from abioad via 
licenses was suiveycd in 1961 by the George Washington 
University (GWU) Patent, 'Irademark and Copyright 
Foundation. The siii-vey determined that there was a 
relatively small flow but that it was becoming moie 
signilicant and could be expected to increase in the 
future, The lack of interest histoiically is explained 
partly by the fact that the engineering departments of 
most of the U.S companies had a tendency to view 
Fiuopean engineering developments skeptically 

Theie has been a change in this situation which 
confiims the accuracy of the GWU siuvey’s prediction. 
Not only aie more Amciican companies feiretmg out 
foieign technological developments, but European man- 
agements are exercising much moic initiative in selling 
then own techniques abroad. Two types of measurement 
arc available which indicate the ticnds. 

Patenting in the United States by Foreigners 

The numbei of patents issued annually in the 
United States has grown fiom 47,000 in 1960 to 78,000 
in 1 972. A significant factoi ni this growth has been the 
numbci of patents issued to foreign-owned companies 
and nationals domiciled abroad. Since 1960, there has 
been a giadual peicentage iiiciease in U.S. patenting by 
foieign icsidenls, as compaied to patenting by U.S. 
domiciled paitics. In 1960, about 16% of all U.S. patents 
were issued to foieign lesideiils (7,600 out of 47,000 
issued). By 1966, this percentage increased to about 20% 
(13,700 out of 68,400), m 1969, to a little over 25% 
(17,000 out of 67,600), and in 1972, to about 31% 
(23,800 and of 78,000.) During this period, the average 
annual iiicicase in patent issues to U.S. nationals was 
about 6%. For foreigners resident abroad, U.S. patent 
issues increased, on the otliei hand, by a significant 
average of about 1 6% each year. 

Also of inteiest is the countiy distribution pattern. 
Of the U.S. patents issued annually to foreign residents, 
over 90% are to patentees in nine countries— Canada, 
France, Germany, Italy, Japan, Netlierlaiids, Sweden, 
Switzerland, and the United Kingdom. In 1972, Ger- 
many (5,700), Japan (5,200), U.K. (3,200), France 
(3,200), Switzerland (1,300), and Canada (1,200), were 
the principal countiies of residence. Total patent issues 
to lesidcnts of the remaining listed countries were less 
than 700 per country. Significantly, Japanese nationals 


increased their annual U.S. patenting from 545 issues in 
1964 to 5,200 in 1972, an annual average increase ol 
32% German patenting in this country, which has 
always been high, increased from 2,400 in 1964 to 5,700 
in 1972 (15% annual average increase) French patenting 
went from 1,013 to 2,200 in this period (13% average 
increase) and U.K. patenting from 1,800 to 3,200 (12% 
average increase). 

U.S. patenting by Eastern European enterprises has 
been slight. However, an indication of more recent 
inteicsts from this aiea is noted. In 1964, enterprises in 
Bulgaria, Czechoslovakia, Hungary, Poland, Romania 
and U.S.S.R. received 70 U.S. patents. In 1972, this 
increased to 577 U.S. issues. The U.S.S.R., which 
leceived only 12 patents in 1964, received 355 U.S. 
patent legistrations m 1972. 


U.S. Royalty and Fee Payments Abroad 

A glowing interest m foreign licensing here is also 
reflected in balance of payments figures. While U.S. 
receipts of royalties and fees Irom licensing abroad are 
about 9 times greater than payouts for foreign tech- 
nology licensed here, this latter payment has had a 
steady annual growth. U.S. royalty and fee payments for 
licenses received from foreigii-affiliated and non- 
affihated Aims rose from a total of $127 million in 1964 
to $405 million in 1974. 

Also noteworthy is the type of activity under whicli 
U.S. licensing outflows occurred. Since 1964, an annua! 
average of 80% of the total payments resulted from 
licensing activity in manufacturing industries. The re- 
maining payments occiiued from licensing in petroleum, 
trade, and other nonmaniifacturing industries. 

Foieign Tecluiology Availabilities 

In recent years, foreign managements have been 
very active in pushing introduction of their technologies 
in the United States. U.S. firms have also become more 
interested in taking licenses for foreign technology m a 
variety of fields offering promising marketing oppor- 
tunities in this country. A few examples follow. 

1. A new pliable contact lens (SOFLENS), made by 
a soft, water absorbing plastic technology developed by 
the Czechoslovak Academy of Science, is now being 
licensed in the United States. 



2 . The “Soderberg System” used in the aluminum 
industry for ore treatment and refining is a majoi 
technological process developed in Norway, it is now 
used by about half of the alumina reduction plants in 
tlie United States. 

3. The German Waiikel rotaiy combustion engine is 
licensed to Curtiss-Wnght Corporation, which has the 
rights to sublicense to North American automotive 
manufacturers and makers of other types of equipment 
The engine is now in a feasibility study stage. 

4. Over half of the plate glass produced in the 
United States is made under licenses for the Pilkington 
“float glass” process developed and owned in the United 
Kingdom. 

5. In broadening its activities to include water 
pollution control, Zurn Industries of Ene, Pennsylvania 
has entered into a licensing agreement with Balcke 
Mascliieiienbau AG of Bochum, West Germany for 
production of cooling water towers. Balcke invented the 
natural-draft cooling tower around the turn of the 
century. 

6. The Newport News Shipbuilding and Dry Dock 
Company has signed a licensing agreement with a French 
firm to build a ship container system that can keep 
liquified natural gas at -258 F for ocean transpoit. It 
features a stainless steel inner membrane with additional 
layers of plywood and balsa. 

7. Leading Japanese industrial firms are offering 
licenses in the United Slates, such as Hitachi, Lid., 
wliich announced availability of 513 of its U S patents 
for licensing. Included in these patents aie electron 
microscopes and other research and industrial precision 
instruments. 

8. Soviet technology now available for licensing in 
the United States relates to surgical devices, waterproof 
cement, various types of blast futnaces, hydraulic 
presses, welding equipment, and electroslag remeltmg 
process for making high-quality alloys, superalloys and 
other steels. 

Some examples of foreign technology flows to the 
United States over the years which have resulted in 
popularly- known products are: 

Ball-Point Pen— The modern form of the ball-point 
pen was developed by two Hungarians in the early 
1940’s. Several United States companies, including 
Eversharp and Eberhard Faber Company, licensed the 
rights for production in the United States. 

Cellophane-Of French origin, cellophane was fust 
produced in the United States in 1924 by DuPont, 
which was assigned the U S. patent, process and know- 
how rights by tlie French developer. 

Crease-Resisting Fabrics-A major innovation in the 
textile industry, the crease-resisting piocess was the 
result of research by the Tootal Broadhurst Lee Com- 
pany Ltd., a British firm. Its commercial application 
dates to 1932, and is widely used throughout the world. 

DDT-Although originally prepared in 1874, DDT’s 
insecticidal qualities were not realized until discovered 
by J.R. Geigy, a Swiss firm, in 1939. 


Fluorescent Lamp-Based on eailiei discoveries in 
France and Geimany, fluoiescent lighting was fiist 
marketed in the United States in 1938 by the Geneial 
Electric Company 

Hardening of Liquid Fats-Widely used in soups and 
food, the process foi hardening vegetable and animal fats 
came flora Geimany, and dates back to 1 910-14. 

Helicopters-.-The fiist piacticable design was pro- 
duced in Geimany in 1937 United Aiicialt Corpoiation 
produced tiic first successful United States design in 

1941. 

Insulin-Ell Lilly Company, an American ITim, 
cooperated witli a group of cxpeits associated with the 
Univeisity of Toronto to develop techniques for the 
factory production of this Canadian invention. 

Jet Engine—Tlie jet engine was the result of simul- 
taneous development etfoits in England and Geimany 
during the late 1930’s and 1940’s. 

Magnetic Recording- A Danish invention, it was 
first produced in the United States in 1 903. 

Plexiglas and Lucite— The American Rohm and Haas 
firm fiist pioduccd plexiglas in the United States in 

1935, based on discoveries of the German Rohm Haas 
fum. Based on a Canadian discovery, DuPont seemed 
patent riglits to produce Lucite in the United Stale.s in 

1936. 

Penicillin— Penicillin was discoveied in England in 

1928. 

Polyethylene— The low tempeialuic piocess for 
manufactuiing polyethylene was originally developed in 
Germany in the mid-1950’s; has since been licensed to 
United Stales films. 

Self-Winding Watch-Piimarily a Swiss invention, its 
development dates back to the 1920’s. 

Tungsten Carbide— Extensively used in dies, ma- 
chine tool cutting edges and when resistance to wear unci 
coriosion aie essential, tungsten caibide was developed 
commeicialiy in Geimany by Krupp. Geneial Electric 
Company purchased the American lights to Kiupp 
patents and has made numeious technical impiovemcnls. 

Channels for Obtaining Foreign Technology 

Many companies do not look for licensees. They 
merely accept or leject those that offer themselves as 
candidates for a licensing agreement. Locating potential 
licensors may, theiefore, lepiesent a considerable prob- 
lem foi the American firm without oveiscas connections. 

Some licensing executives think the best way to 
locate or screen potential licensors is to talk directly 
with the candidates’ customeis, distributois and sup- 
pliers. They also recommend inteiviews with bankers, 
businessmen and government officials in the licensor’s 
business area. Three main avenues for American firms to 
locate possible pioviders of products, designs or tech- 
nology are: (1) thioiigh cioss licenses and giantback 
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clauses in licenses they extend to foreign licensees, (2) 
seeking licenses through the seivites otfeieci by the U.S. 
Depailnient of Commerce in cooperation with other 
fecleial agencies, (3) thioiigh the use of a patent or 
licensing company oi inleimecliaiy. 

Cross Licenses and Grantback— In conducting then 
foieign licensing negotiations, U.S. inaniitactuimg com- 
panies typically think in teims of a total compensation 
package undei a piojected licensing aiiangement. The 
most piominenl featuies ot the compensation aie, of 
coiiise, the loyalty payments leinitted by the licensees 
and the technical fees leceived toi services peilormed foi 
licensees. As foieign goveinments have involved them- 
selves in licensing negotiations on behalf of their 
nationals, U S. hccnsois have sometimes liad less bai- 
gaining llexibility with icspect to loyalty rates and othei 
fixed components of the compensation pattein To some 
extent tins has led to incieased lecouise to letuin flows 
of technology. In a 1968 suivey by the National 
Indiisliial Confeience Board of types of return leceived 
from foreign licensing operations, ol 191 companies 94, 
or 49.2%, leported leceipt of feedback on licensed rights 
and technology while 83, or 43.5%, repoited receipt ol 
lecipiocal license rights leceived on a loyalty-free basis. 

Some licensors avoid cioss licenses and would lathei 
negotiate a scpaiate agieement covering any lecipiocal 
license giants. The avoidance may be for antitiiist 
leasons. Feedback lights and know-how aie commonly 
made available to the licensoi on an exclu.sive and 
loyalty-licc basis. Howevei, if new patents oi products 
aie covoied by the letuin giant, the contiact may 
stipulate that licenses will be giaiited at reasonable 
loyalties mutually agiceable to the paities. 

As licensois, United Stales companies should be 
moic iiUciested m obtaining giantbacks than is cuirently 
the case. Fmopean companies, when extending licenses 
to United Slates companies aie liighly nUcresled in 
giantbacks, oven going so fai as to shade the loyalty lale 
lower in consideration of potentially profitable new 
pioducts and impiovcments. In sum, although there is 
still only a relatively small inflow of direct licensing to 
U.S. companies from abioad, it is significant foi some 
companies in piovidmg new products oi techniques. The 
steady giowth of European reseaich and development 
activities is likely to expand this flow. 

Services Through the U.S. Department of Coni- 
mercc—The Patent and Tiademaik Office and the 
Domestic and International Business Administiation 
(DIBA) of the Depaitinenl of Commeice offei some 
valuable scivices to tlie would-be licensee, In the Official 
(ruzettc of tlie United States Patent and Tiademaik 
Oiricc thcic is usually a list of patents offeied lor 
licensing oi sale by their ownors-cloinestic or foieign. 
Patentees wishing to publicize the availability of theii 
patents aie peimitted to list them; a $3 charge is made. 
A page of the Official Gazette showing this featuie is 
attached as Annex A. 

The OJficiat Gazette is available from tlie Patent and 
Trademaik Office. Also several hundred libraries 
throughout the countiy receive weekly issues of the 
Gazette as depository libiaiies. 


As pait ot the U S. Government’s cffoits to improve 
the balance ol payments, DIBA lias a program to 
facilitate the licensing of toreign inventions and products 
in the United States This progiam receives wide and 
favoidbic attention in European business circles, and has 
helped to bung about a number of successful licensing 
arrangements in the United States between foreign and 
U.S. films. 

The advantages to the U.S, balance of payments can 
be significant If the U.S licensee company can manu- 
facture goods which might otherwise have been im- 
ported into the United States, the difference between 
the import price and the much lower royalty payment 
can be saved. 

The piincipal advantage to the foreign firm is, of 
course, the access to tlie world’s richest markel-50 
United States-withoiit the substantial cost of building 
up its own distribution, piomotion and advertising 
oiganization. 

For the Ameiican company whicli maniifnctuies in 
the United States a foreign-developed product uiuler 
license, there are several advantages 

1. It can bring about diveisification of product line 
without cost of lesearch and development. Many foieign 
pioducts are based on a high level of technology and can 
only find then optimum market within tlie enoimous 
U S. market. 

2. It may give Ameiican companies access to 
patents on design and piocesses owned by foreign 
companies. 

3. Thcic IS a possibility of reciprocal licensing 
airangements for distribution of the American com- 
pany’s pioducts in iJie foieign paitnei’s sales teintory. 

4. Thcie can be a strengthened financial position. 

5. Theie is possibility of penetrating conipie- 
raentary maikets and of expanding existing ones. 

To implement this piogram our commeicial officers 
in the U.S. Embassies and Consiiltates abroad actively 
seek to interest potential licensors. The foreign firms 
intciested in having their products or processes used in 
the United States under licensing agreements will discuss 
it with commercial officers, and piovide details of their 
products and components This information is passed on 
to DIBA’s Bureau of International Commerce (BIC) in 
Washington which makes it known to American com- 
panies through the bi-weekly publication, Commeice 
Today, and thiougli the 43 Commeice Distiict Offices, 
State mdustual development agencies, banks, utility 
companies, some priv»ile funis with in-housc publi- 
cations for their industrial clients, and by other means. 
Annex B illustrates tlie treatment given these licensing 
opportunities in Commerce Today 

The official of an Amencan company who becomes 
inleiested in a particular product biought to Jiis atten- 
tion in one of these ways will so infoim BIC of his 
interest. BIC will send hmi the name and addiess of the 
foreign company and technical liteiatuie on its pioduct, 
if available, from wlncli tlie official can make an initial 
evaluation; and if the official is interested in puisiung 
this opportunity further, he can make contact with the 
foreign company diiect. 
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BIC also has a proposal form (Annex C) for U,S. 
companies interested in producing foreign goods undei 
license. The form is designed to elicit such information 
as, what are you manufacturing now’, what are your 
manufactimng capabilities’, and what kinds of foreign- 
developed products do you want to manufactuie and 
market’ This information is forwarded to the U.S. 
commercial officers in key cities in Europe, Canada and 
Japan. These officers make your wishes known to 
foreign manufacturers, and the Department subse- 
quently sends to the American company tlie names and 
addresses of responding foreign firms along with sales 
and technical data covering the products they offer foi 
manufacture m the United States. The American com- 
pany takes over from tliere 

Licensing Companies and Intermediaries— There are 
a number of so-called licensing companies, patent 
development companies and the like which offer services 
rangmg from finding products and business oppor- 
tunities, to negotiating and administering licensing agree- 
ments. Many export management fiims also provide 
these services These hcensing specialist firms have 
become an important source of information on new 
developments in various technical fields. Most of their 
work IS m the foreign field because prospective licensees 
can usually find adequate assistance in the United Stales 
through their usual trade contacts and professional 
advisers. The use of intermediaries for finding puiposes 
IS especially suitable for companies too small to pursue 
extensive inquiries on their own, or to be the recipient 
of direct proposals from abroad. 

You can identify and reach these mteimediaries 
through your own firm’s legal counsel or through the 
Yellow Pages (see “Patent Development and Marketing,” 
“Management Consultants,” and “Foreign Trade Consul- 
tants,” among others) You will find a number of such 
firms under these listings in any large city. An example is 
the National Patent Development Company which is 
engaged in the development and marketing— pniicipally 
througli subhcenses-of a product used for various 
medical purposes for which it holds licenses from the 
Czechoslovak Academy of Science. 


A very u&eful-and unique-list of Inslltlltl<)n^ and 
Pubbcations which Publicize Oppoitunitics foi the Sale 
or Licensing of Patented or Unpatenled 'I'echnoloyy buii 
been piepared by the Woild Intellectual Piopeity Oigiin- 
ization (WlPO), located in Geneva, Swil/erlaiut. WlPO 
is the administeiing agency for the Inteinalional I’aleiil 
and Trademark Convention (Paiis Union) llie publicM- 
tion is entitled Transfer of Technology and Licensing 
Opportunities and lists the names and aikliesses of 120 
institutions, both governmental and noiigovcininciUal, in 
28 countries. 

Market Analysis and Trademarks 

In the process of identifying pioducls and pioccsse.s 
for use in the United States, it is impoitant not to 
overlook the question of wlielhei the U.S. niaikot will 
be receptive to the innovation in (iiiestion. I his i.s 
especially vital for consumer products. Theie hnve been 
some unfortunate experiences indicating that iio( all new 
ideas travel well. To cite one example -diy 
dominate the market in Europe, but theii inti oductioii 
in the United States proved a failuic. So the solection 
process must include sound market analysis and a 
maiketmg strategy that lakes into account the dif- 
ferences between the United Slates and foicigii muiket.s. 
In this connection, the piospectivc licensee will want U> 
give thought to llie use of a liademiuk in markeling the 
licensed product. There may be an advantage in po.s- 
sessing the right to the licensor’s maik if it is well-known 
and respected. On tlic oilier hand, the licensee might be 
well advised to use his own or develop a new tiiuEeniaik 
in order to pieserve his maiketing position in case the 
basic license sliould terminate. However, the legi.sti iiliuii 
of licensed patent and trademaik rights is a mailer to he 
considered in the licensing negotiations, and tluitMibiccI 
is outside the scope of this article. 

In the last analysis, product selection is an art, not a 
science. Investments which appear iiialional could pei- 
haps be the ones to bring in llie best dividends m llie 
future. Who would have invested in Gutenbcig if he had 
known the contemporaiy market foi books wa.s so 
limited? 
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annex a 


4 OFFICIAL GAZETTE 

Certificates of Correction for the Week of Dec. 7, 1971 ■i,B88.033 


December 7, 1971 


3.317,370 

3,571,080 

3,680,364 

.3,380,083 

3,671,700 

3,580,000 

3,471,805 

3,571,802 

8,680,087 

3,505,310 

3,672,037 

3,081.100 

.3,515,081 

3,672,318 

3,681,277 

3,022.410 

3,672,811 

3,581,636 

3,520,300 

3.673,208 

3,681,830 

.3,631,318 

3,873,384 

3,681,083 

3, 533,042 

3,673,570 

3,582,148 

3,041,322 

3,673,784 

3,682,751 

3,545,512 

3,573,807 

3,682,904 

3,618,040 

3,573,000 

3,682,93,3 

3,540,342 

3,574,347 

3,083,128 

3,510,135 

3,574,030 

3,683.167 

3,051,122 

3,674,810 

3,583.310 

8,565,350 

3.576,441 

3,683.354 

3,657,177 

3,570,271 

3,583,350 

8,658,274 

3,570,038 

3,583,780 

3,568,701 

3.570.028 

3,683.882 

3,560,140 

3,570,070 

3,681,207 

3,502,044 

3,577,271 

3,684,450 

8,563,025 

3,577,385 

3,584,483 

3,503,510 

3,577,087 

3.684,052 

8,006,241 

3,678,810 

3,684,071 

8,500.075 

3,570,224 

3,686,067 

3,507,017 

3,670,443 

3,585,200 

8,607,737 

3,670,460 

3,085,402 

3,500,020 

8,570,630 

3,085,615 

3,571,035 

3,670.701 

3,685,045 


3,r.85,C0D 

3,585,74-t 

8,580,06a 

3,580,075 

3.587.08a 

3,637,178 

3,687,603 

3,688,047 

3,588,140 

3,588,004 

3,580,.33U 

,1,580,78s 


3,010,204 


METHOD AND AI’PAUATUS FOR SIMtILTANK 
OU.SLV UPSET FORMING BOTH E.NDS OF 
A DUCTII.E MATERIM. ROD BEANK OR 
THE r-IKE 

APPARATUS FOR ACCRETINO MOLTEN COP 
PER ON A MOVING CORE MEMBER 


3,610,340 REFINING OF LIQUID COPPER 


Ucnprnl Electric Coinimn) In prepared to grant noa exclu 
Ni\i‘ licenxi'n under the following 42 patents upon reasonable 
terms tu domestic mnnuincitirern 
Applications for license under tlie fulloning 2 patents nia} 

be addressed to Patent Counsel. Visual Communication 

,1,500,786 Prodneta Opernilon, Ooncrnl Electric Companj Wnjiiesburo, 
3,501,045 ■ 22080 

3,.'i80,704 TV CAMERA SVSTEM EMPLOilNG A LUMI 
NANCE PICKUP TUBE AND A COLOR PICK 
UP TUBE FOR MULTIPLEXED RED AND 
BLUE SIGNALS 


3.501,7,'i3 
3,002,048 
3,302,722 
3,002.752 
3,502,770 
3,092,001 
3,502,006 
3,503,128 
3.604,117 
3.694,143 
3,504,305 
3, 506, 890 


,1.500,207 


METHOD OF JOl.MNG WIRE.S OF DIFFERENT 
DIAMETERS 


Applications for Itcciislng under tbe following 4 patents 
may be addressed to: General Electric Coenpoaj, Ordnance 
Departiiicnt, 100 Plastics Ave, Pittsfield, Mass, 01201 At- 
tention J F McDecItt, Patent Counsel 

8.150.539 SUPERCONDUCTIVE MATERIALS 
3,105,403 SUPERCONDUCTIVE MATERIALS 
3.109,850 SUPERCONDUCTIVE MATERIAL.^ 

3,291,768 SUPERCONDUCTIVE MATERIALS 

Applications for license under tbe following 10 patents may 
be ncldreased to ‘ Patent Counsel, Major Appliance Business 
Group, General Electric Company, Appliance Park, Louisville, 
Ky , 40225 


Patents Available for Licensing or Sale 

I). 218.060 WATER SKI ROPE HOI'V.RK 
Hess, 0703 Forrier Court, SocrameiHo, Lnilf . 05842 

3 226 701 FATIGUE SUPPORT Robert .Swctisen 120 
I'oliiclaiiim Drive, Mnrtlner, On , 30007 

1 oan 740 ICASTENER TOOL WITH FASTENER, EN- 
(1a6^In6 means Howard K Learned, 3826 N Hillside. 
WIelillft, Kniih . 07210 

il,. 165.801 NfALE QENIT.\L CTilANCE Rruce P 
Clnrk, 133 17lli St., Onkiniul. Cnllf . O4012 

3 677 580, SELPCLEANAIILE HAIRBRUSH Robert B 
Rnn'd, P O. Bov 2401, CUnrleslon. W, Vn 


.3,304.588 

.t„373.50I 

3,381,380 

3,.iOI,IOO 

.3.4.10,223 


:i,404.2.>5 


3,400,002 


3,580,05.3, SINGLE CONTROL FAUCET^ErucstC Bruwn- i,4S7.3(n 


Ing,' 2383 /.ollliigcr Rond, Columbus, Ohio . 43221 

3.588,316 THIE PRESSIHUO^ WARmNG Mr 


Clyclo ICDoiiee, 803 V 67tli St . Odessa, Tex . 70700, 


3.534,.300 



18051, 


noyd'^V’* Tny7Dr®'W40?i°Wnlnu^°Avey Cn^ Cnllf , 3,694,058 


Floyd 

06008 . 


3 018 270 BUILDING BLOCK True P Sense. R K, 3. 
Alrhlll iiomi. Brookvmc, Olilo, 4630ft 


3,, 305, 028 
3,500,834 


The following 2 patents are offered by- : 0 
lOI E Pope St.rUox 428. Syltcster. Go , 31701 
MISSILE GUIDANCE SYSTEM. 
SAFETY RAZOR. 


C Forelinnd, 


CLOTHES TREVTING MACHINE WITH AUTO 
MATIC UNLOADING MEANS 

PROCESS OF DRYING FABRICS IN A ROTAT 
ABLE RECEPTACLE 

DRV Ell CONTROL 

ELECTRONIC DRVNESS CONTROL 

SIGNAL ME4N8 FOR AUTOMATIC WASHING 
MACHINE CONTROLLED BY TIMER DE 
VICE 

ELECTRONIC TEMPERATURE REGULATION 
SYSTEM USING SOLID STATE DEVICES 
AND POINT CONTACT SENSORS 

FLUID NOZZLE 

ELECTRONIC TEMPERATURE REGULVTION 
SYSTEM USING SOLID STATE DEVICE.S 
AND POINT CONTACT SENSORS 

SOLID STATE TEMPERATURE SENSOR 

VALVE ASSEMBLY. 

NOISE BAFFLING METHOD AND APPARATUS 
FOR A WASHING APPLIANCE 

SIGNAL AND CONTROL FOR WASHING MA 
CHINES 

RACK ASSEMBLY FOR FRONT LOADING 
DISH-WASHER 

CONTROL JIEANS FOR AIR CONDITIONING 
SYSTEM 

SELF-RBVEHSINO SPRAY ARM ASSEMBLY 
FOR A WASHING APPLIANCE 

ADJUSTABLE AGITATOR FOR FABRIC 
CLEANING MACHINES 


3,210,326 

.3,507,840 


.3,000,902 

Appllcatlona for license under tlic following 22 pntenf< 
may lie nddressed to- Patent Counsel, Transporlotlon Sys 
toms Business Division, General Electric Company. Legal De 
partment, Bldg. 20-2, 2001 B Lake Road, Erie, Pa , 10601, 

3,460,873 RAIL VEHICLE DETECTION SYSTEM 


exo‘!S\i«n^run.f“/Ce"yoXw^^ M60:874, RAILWAY TRACK CIRCUIT 

I)St. Midi., 48202 

BRAZING OP TITANIUM 


.3.150,876 

.3,450,943 

.3.450.044 


!|, 400,737, 


3,457,487 


RAIL VEHICLE CONTROL SYSTEM 
OVERSPEED CHECKING CIRCUIT 
INTEGRITY CHECKING CIRCUIT FOR TRAIN 
CONTROL SYSTEM. 

STATIC 
TROL 


FIELD SHUNT CONTACTOR COV- 


Tlio following 4 pntents nre offered by tlie Kennecolt Copper 3_,,g8 PRECISION TIMING PULSE GE.NERATOR 
Corporntloii ii,.png»g for tlie patents may be od- s.jito.oa?, SELF CHECKING SYSTEM FOR A VEHICLE 

MENT. 
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ANNEX B 



Licenung and inveUmeni proposals from foreign firms are listed m these columns 
Specific prodiici inlcresi\ in each proposal are kighlighled in bold type to facilitate 
identification and each proposal n preceded by the appropriate four-digit pioihict 
number taken from the Standard Industrial Classification (SIC) Manual 
Background infonnaiion on opporiiinilies abroad and assistance on overseas invest- 
ments are available from the Overseas Products and InvesInienI Opporiiinilies Staff, 
Room 4021. US Department of Commerce, Washington, DC 20230 "P” numhei\ 
should he used when rcspoiuhng to any of the specific proposals listed 
WTDR indicates that a World Traders Data Report containing financial and back- 
ground information on the foreign firm is available fot $15 from the Export Infoima- 
lion Division, Room 1313. U S Department of Commerce, Washington, D C 20230, 
or from any Commerce District Office 

OPIC indicates that the country involved i\ eligible for investment insurance cov- 
erage and financing from the Overseas Private InveUmcnt Corporation, Information 
regarding applicable coverage may he obtained from OPIC, Washington, D.C, 20527. 


0189~MALAYSIA — Covernment organiza- 
tion seeks foreign investment fur joint ven- 
tures Coconut plantations mill tapioca plan- 
tations. incliiilmg large acreages of virgin 
lanils are open as investment opportunities 
Write Managing Director, Mani«co, Stl-C, 
Jalan Irawndi, Pulau Pinang Cable' Mazsco, 
PCNANO p.75670 OPIC 
2020 — .SENEGAL — Collaboration is sought 
wilh a U S. firm to produce milk, yogurt and 
ice cream. Firm .ilso wishes to purchase 
eijuipment for producUnn and packaging of 
above mentioned items Company's turreni 
activity IS produeiiim of cunLcntralcd milk 
products using imported milk powder, pro- 
duction cap.icity, 17 000 mi yearly Has 
limited facilities for packing, freezing, cooling 
and laboratory work A Moclar Sow. 
Directeur. SiK.ictc Industricllc dc Produils 
Laniers (SIPL), II rue Malan, BP 145. 
Dakar WTDR P-75673 OPIC 
2038 — DENNTARK — Firm seeks joint ven- 
ture with US producer of machinery and 
equipnieiii for manufacture of prepared 
corn-on-(lie-cob ki be sold wrapped for re- 
tailing Established m 1973. company em- 
ploys 18 Paslex Products A/S. 12 Vcjlcgade. 
D1S.-2IOO Copenhagen 0 WTDR P-75672 
2269—UNn'EI) KINGDOM — Company 
seeks arr.ingemenls to mamifaclure under 
license on behalf of American textile com- 
panies lion-woven fabric made from jiirii suit- 
able for label .ind lining trades M.itcnal is to 
be manufactured by cither dry or wet method, 
preferably plain matt and glossy satin finish 
suitable for dyeing and printing Fabric 
should h.ive strength combined with dr.iping 
properties Company is manufacturer and 
distributor of textile g.irmenl lining estab- 
lished in 1959 II has 85 employees M 
Booih, M.maging Director. Booth & Speak 
(Textiles) Ltd, Albion Mill, Earby, nr Colne, 
Lancashire P-75671 

2400 — MALAYSIA — Stale of Kelanlan in- 
vites U S firms to participate in establish- 
ment of forestry complex. American com- 
pany IS offered up to 30 percent equity in 
proposed project in return for technical and 
maiketing assistance Operations will involve 
logging and wood processing, including saw- 
milling, dry kilning and production of mold- 
ing and prefabricated homes Sources of sup 
ply of limber for project is 229,000-acre 
Bclah forest reserve Interested companies 
are invited to submit proposals to- Chair- 
man, Federal Industrial Development Au- 
Ihorily, P.O Box 618, Kuala Lumpur P- 
75691 OPIC Further details available from 
Overseas Products & Investment Opportuni- 
ties Staff, Room 4021, US Deparlmcnl of 
Commerce, Washington, DC 20230. 


2640— UNITED KINGDOM— Seeks liccmc 
to manufacture llglil weiglil iiiuillnu bajia nnd 
newly developed types of envelopes. Firm 
produces and markets paper bags .md tHicks 
m U K and Common Market. Is alMi dis- 
Inhutor of plastic bags A Austin, Managing 
Director. Alf Cooke Bag Co Ltd . Belle l&le 
Road, Leeds LS 10 2DG, Yorkshire, Eng- 
lanil P-7S669 

2641— MAf-AYSIA — Interested in joint ven- 
ture to manufacture polyclliylcne/polypropy- 
lenc for hinihialion on cellulose films, paper, 
nliiminuni fail, waxed paper and slencils- 
In exchange for technical know-how and 
production m.ichincry U S lirm is ofTcred np 
to 40 percent equity and nian.'igcmcnl par- 
ticipation in project Malaysian company has 
acquired 6 I iicre site in Malacca, about 100 
miles south of Kuala Lumpur Is building 
new plant Firm rcpoitcdly has obtained 
pioneer status for project from Malaysian 
Government G I Dong, Managing Dncc- 
tor. MaLaysi,! Waxed Paper Manufacturers 
Berhad, c/C Miil,iysi,in Inlcinalional Mer- 
chant Blinkers Berh,id, Ycc Seng Building, 
5lh Flooi. Jalan Raja Chuhin. Knala 1 umpiir 
WTDR P-75663 OPIC 

2751, 2752 — S3VEI)EN — I icensing or joint 
venture arrangement souglit to produce non- 
forgcable lottery tickets. Firm only inteicsied 
in contacts with US manufacturing com- 
paiues Company is subsidiary of Cssilii 
A il, large, established business in printing 
industry Ragnai Fridman, Vice President, 
Essiuti Vardciryck AB, Box 7309, S-103 85 
Siockholm 7. telephone. 08/247830. telex, 
13055 safety S llrochuie describing Tssii ii 
group av.iilable from Overseas Products & 
Investment Opportunities StaiT, Room 4021. 
U S Depnrimeni of Commerce, Washington, 
D C 20230 P-75674 

2899-,<5AUni ARABIA— Seeks joint ven- 
ture with US firm to cstablisli facloiy to 
piuducc fotiulain pen Ink in Jidda Planned 
output IS 100 dozen 2'/i o/ bottles per 
eight hours Saudi Him seeks SO'! sh.iic 
U S company will be expected to provide 
know-how. technical assistance, machinery 
.'inci equipment S.«iidi firm is medium-sized 
and deals in electneal equipment, radios ami 
TV sets tape recorders, building malcnals 
and decoration items, .M A. Moosa. Orient 
Corp , Musfala St . Mecca Cable, 
Ai MAiiru?. Mlcca, telephone, Mecc.i 24725 
Jidda 25628 P-75684 OPIC 
3241 — SAUDI ARABIA — Seeks US partner 
to establish factory for manufacture of 
ccnicnl blocks in Saudi Arabia Plant should 
be able to produce 1,500 blocks per hour 
Machinery should have provisions for inler- 
changeabie frames to manufacture different 
size blocks US partner should supply 


machinery and equipment, install and provide 
lechnic.il know-how Saudi Arabian conipiiny 
IS medium-sized firm which imports nnd 
wholesales prefabricated houses, hospii.il 
equipment, and iindert.ikes electrical air con- 
dilioning and civil engineering contracts 
Owner is member of royal family Prince 
Abdul Rahman Bin Saad Dm Abdul Ralinuin, 
\I-Amiil bsi , P O Box 3347, Riy.idli Plionc. 
25831, cable, Alnakiilii, Riyapii P-75680 
OPIC 

3251— SAUDI ARABIA— Seeks joint veii- 
liirc Hirangemcni with US fiim to cslabkish 
factory for manufiictiiring hollow bricks. 
Fncloiy should he able to produce 100 tons 
of bricks per eight hoiii day U S firm should 
provide m.ichinery and equipment, lethniciil 
kciow-liow .md parlicip.ite finnnci.illy Teims 
and coiuiilioiis for U S p.ulicipalion nego- 
tiable rum IS engaged in general contracting 
and li.is executed several civil cuginecimg 
contracts for government and private sectors 
Conl.act Mohammed S.iiklnm. Arabian Co- 
operation Cu, PO Box 2033, Riyiiilh 
P-75679 OPIC 

3296— UNITED KINGDOM — Firm seeks 
licensing arrangement to pioducc fibergliiss 
iiiolilings anil rclafcil products. Company 
presently produces fiberglass moldings of all 
types, paiticularly pleasure and woik bouts, 
huts, tanks and various miscellaneous intliis- 
trjiil products Is interested m all kinds of 
articles in this material except boats. It would 
be prepared (o iindcrl.ikc marketing, us le- 
qiMicd, ami is currently selling overseas to 
all areas except South Amciica and Sinilliorn 
Asm Lstuhlished 1956, employs 24 R I' 
Collins, Diicctor. Pearson Bros (Enpl.ind) 
LuL. No I Hangar, Ford Acroilioiiie, 
Arundel. Sussex I)N!8 OBU, EubIuikI. 
P-75662. 

3312, 3441, 3443— UNITED KINGDOM— 


ImportaiTt Notice 

Member countries of the League of Arab 
Stales employ a secondary boycott against 
foreign firms which undertake ccrlnm spe- 
cified types of business relationships with 
the Stale of Israel. It Is possible tli.it U .S 
firms responding to trade nr invesiment 
opporluniiics from Arab countries pub- 
lished herein may be asked at some singe 
of a transaction to jiarticipntc in an Arub 
boycott-related restrictive trade piaclice 
as defined in the Department’s Export 
Administration Regulations (15 CFR, Piirt 
369 et seq.) 

Firms arc reminded that pursuant to 
Section 3(5) of the Export Admmislriition 
Act of 1969, ns nmemicd, it is the policy 
of the United Stales (a) to oppose restric- 
tive tmde practices or boycotts fostered 
or Imposed by foreign countries iigmiist 
other countries friendly to the Uniict! 
Stales, and (b) to encourage and request 
US. concerns engaged in the expoil of 
articles, materials, supplies, or infornmtiiui 
In refuse to take any action, including the 
furnishing of information or the signing 
of agreements, which has the cITcct of 
furthering or suppoiling such restrictive 
trade practices or boycotts, Accordingly, 
U,S._ concerns iccciving such lequcsis to 
participate in a restrictive trade piaclicc 
or boycott arc encouraged and requested 
to refuse to comply with them 

Firms are further reminded Hint U.S. 
concerns receiving requests to participate 
in a restrictive trade practice or boycott 
must report such receipt to the Depart- 
ment of Commerce in accordance with 
Section 369.2 of the above-cited regula- 
tions 
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ANNEX C 
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UNITED STATES DEPARTMENT OF COMMERCE 
Domestic and International Business 
Administration 

Wastiington, O.C S0234 


OFFICE OF EXPORT DEVELOPMENT 


PROCEDURE FOR SUBMISSION OF 
LICENSING/IOINT VENTURE PROPOSALS 

American companies can acquire new products and technology from foreign companies 
under licensing or joint venture arrangements. 

If your company is interested, please complete the attached form and return it to this 
Office. Pertinent information abstracted from the form will be forwarded to U.S. Commer- 
cial Officers in key cities in Europe, Canada, and Japan. These Officers will make known 
to foreign manufacturers your interest in producing their products in the United States. 

The U.S. Department of Commerce will subsequently send to you the names and addresses 
of responding foreign firms along with sales and technical data covering the products 
they offer for manufacture in the United States. 

You will be expected to acknowledge to the firms the receipt of their offers and, after 
evaluation, to let the firms know of your company’s interest. Copies of your letters 
to the foreign firms are to be sent to this Office. 


Office of Export Development 
Bureau of International Commerce 

Attachment DIB 4036P "Licensing/joint Venture Proposal” 
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FonM niH-UM-.p 

licensing/joint VENTURE PROPOSAL 


r orm Appioieil, OMIl No 'll-KJfl'lfi 


U 5, DEPARTMCNT OF COMMERCE 

DOMESTIC AND INTERNATIONAL QUSINESS 
ADMINlSTn A TION 
rnjREAU OF INTERNA TION AL COMMtHC C 


1. Naine and address o( company fSireel. Citr, Stale and Zip code) 


2. Year established 


S. Name and tide of official to be concaeted 


7. Products present!) manufactured 


3* No, of employees 


4. Sales last year 

J 


6- tiank Refcrertce 


(Kindly enclose btochiiies or dela sheets desetlblnf tAesa pioducta^ 


8. Distribution system 

L] international nationuide | ‘ tegional 

^ own sales force reps Other: 


q. Foreign products which wt might want to cnanufactute fpfeaae Ae apacl/Jc, avoid bread terms such oi 
"U^hl tnduetrfo! machinery") 


itoctronic producta" or 


10. Type of arcangemeni desired. | l licensir 


I [ loint venture * 


If a joint vtntiuc - we expect the foiloninp services and/or etjuiiy to be pmvidcri by the foreign p.uticipai 


We will provide the following 


'‘j'V.IV II available, n proapoclire, a brief history ol cbmpaity. and 

data on mAnuf^criir/nj^ (BcitllleB and dietribuilon ayataatt) ^ 

Additional informotion moy bo continued on reverse side of this form or provided on supplomonlary 
sheet numbered to correspond with items above. ' 
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WESTERN HEMISPHERE TRADE CORPORATIONS AID EXPORTS TO LATIN 


AMERICA AND CANADA 

By MICHAEL A. ALLARA 


Legal and tax clarifications affecting the category of 
business enterprises known as Westei n Hemisphere Trade 
Corporations (WHTC’s) have stimulated renewed interest 
in them. These claiifications are welcome because the 
WIITC constitutes a significant tax benefit for those U.S 
businessmen who expoit to, oi make active investments 
in, the non-U. S. part of the Western Hemisphere. Special 
tax benefits have been available to any corporation 
qualifying as a WMTC since Congiess passed the Revenue 
Act of 1942. Although the Act was originally passed to 
impiove the competitive position of U.S. businessmen 
who made direct investments in Latin America, it has 
been forged by court decision into a valuable aid to U.S 
firms exporting to Latin America and Canada. These 
decisions have clarified most of the original uncertainty 
about an cxpoiler’s eligibility to benelit from the Act, 
and subsequent U.S. Treasuiy acquiescence in these 
decisions has made it a reliable tool for U.S. exporters. 

Eligibility Requirements 

To claim the status of a WIITC, under Section 921 
of the 1954 Internal Revenue Code a domestic corpora- 
tion must meet the following qualifications: 

® Its entire business (other than incidental pur- 
chases) must be carried on within the geographical limits 
of North, Central, or South Aineiica and the West 
Indies. 

• Its gloss income for the 3-year period immediately 
pieceding the close of the taxable year (or for such part 
of sucii period dining which the corporation was in 
existence) is deiived fiom (a) sources without the United 
Stales (95% or moie), and (b) the active conduct of a 
trade oi business (90% oi more). 

A coipoiation wlucli meets these qualifications is 
taxed as any other domestic corporation except that, 
based on its status as a WHTC, it receives an additional 
deduction under Section 922 of *^/ 48 ths of its taxable 
income. The numerator of tins fraction is always 14; the 
denominator equals the current total noimal tax and 
surtax. This fractional computation is the same whether 
the corporation’s taxable income subjects it to a 
combined normal tax and surtax, or to the normal tax 
only. The practical consequence is to tax a qualifying 
corporation on only about 70% of its profits. 


Tile additional deduction, in effect, makes the 
surtax applicable only to taxable incomes over 
$35,294.12, instead of $25,000. A WHTC pays only 
15.6% tax on its first $35,300 of net profit and 34% on 
the exce^, whereas domestic corporations ordinarily pay 
22% tax on the first $25,000 profit and 48% on the 
excess. 

Geographic Limitations 

All WHTC’s must be domestic corporations created 
or organized in the United States under the laws of any 
state or the District of Columbia. An exception is made 
for corporations formed in Canada or Mexico solely to 
comply with the laws of those countries. Such a 
corporation is treated as a domestic U.S. corporation for 
purposes of quahfying for the preferential tax rate. To 
so quaUfy, the Mexican or Canadian corporation must be 
included in a consolidated return. 

The applicable regulations do not explicitly state 
which countries or territories are considered to be within 
the Western Hemisphere. The United States and the 
countries in North, Central, and South America are 
considered to be within the limits in which a WIITC’s 
entne business (other than incidental purchases) must be 
conducted. However, a senes of rulings have expressly 
extended the geographical limits to include the Virgin 
Islands, the Bahamas, Puerto Rico, the Lesser and 
Greater Antilles, the islands off the shore of Venezuela, 
Newfoundland, and even Greenland. Bermuda and the 
Falkland Islands have been expressly excluded. 

Section 921 specifically permits a corporation for 
taxable years beginning with January I, 1954, to 
maintain its WHTC status although it makes “incidental 
purchases” outside the Western Hemisphere. Treasury 
Regulations have defined “incidental purchases” as those 
which are “minor in relation to the entire business” 
(those which do not exceed S% of the corporation’s 
gross receipts from all sources for the taxable year will 
be automatically deemed incidental) or those “non- 
recurring or unusual in character.” 

Tlie Court of Claims in deciding a case-Ons 
Elevator Co. v. United States i\962)-concfirr\ing a 1950 
letum held that a corporation maintained its WHTC 
status although it received components from countries 
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outside the Western Hemisphere in an amount equal to 
6 2% of tile corporation’s gross income The Court was 
unable to apply the “incidental purchases” exception 
retroactively but nevertheless held that to deny this 
taxpayer WIITC status would “thwart the well-defined 
Congressional objective to encourage American corpoia- 
tions to engage in foreign trade ” The Commissionei of 
Internal Revenue subsequently announced that he will 
no longer litigate the “entire business in the Western 
Hemisphere” requirement in pre-1954 cases in which the 
5% limitation is not exceeded. 

In Tupps uj Canada, Ltd. v. Commissionei (1962), 
the Tax Court upheld Tieasury’s Regulations concerning 
the interpretation of “incidental purchases” against the 
taxpayer’s argument that the term meant “puicliasos 
incident to its business.” In this case, the non-Westein 
Hemispheric purchases amounted to 34% of the corpoia- 
tion’s gross receipts. However purchases amounting to 
more than 5% of gross receipts need not disqualify a 
WHTC for such status under these regulations, especially 
if such purcliases are unusual and nonrecuiimg in natuic. 

Gross Income 

Gross income uiidei the qualifying requirements 
mentioned earlier refers to a corpoiation’s sales minus 
the cost of goods sold-not gross sales. The 3-year peiiod 
applies only to corpoiations which have been in exis- 
tence for 3 years. A new corporation may meet the 95% 
and 90% requirements for a period of less than 3 years if 
this shorter period includes its total period of existence. 
This permits a corporation to derive tax benefits fiom 
the date of its incorporation 

To qualify as a WHTC, a corporation must deiive at 
least 95% of its gioss income from “sources outside the 
United States.” Exactly what constitutes “income fiom 
without” or “income from within” the United States is 
not defined in Section 921, but such deteiminationscan 
be made under Sections 861-864. 

For practical purposes, domestic manufactureis and 
processors arc prevented from qualifying as WIITC’s 
“Income from the sale of personal pioperty pioduccd 
(in whole or part) by the taxpayer within and sold 
without the United Stales . . . shall be treated as 
derived partly from sources within and pailly from 
sources without the United States.” The Regulations 
mclude within the category of “production activity” 
creating, fabricating, extracting, curing, and aging. The 
determination of what portion constitutes income from 
witliin the United States is computed under the appor- 
tionment formula of the Regulations. 

Income derived from the puicliase of personal 
property within the United Stales and its sale without 
tlie United States is considered to be derived entitely 
from sources within the country in which it was sold. 
Therefore, to satisfy the 95% requirement, a corpoiation 
producing in tlie United States and selling outside will 
often find it necessary to form a sepaiale selling 
subsidiary as a WHTC. 

All transactions between the parent and the selling 
subsidiary must be on an “arm’s length” basis. Other- 


wise, the Commissioner may leallocale income and 
deductions between the two lelaled coiponition.s “to 
pievent evasion of taxes oi cleaily to letlecl the income 
ofeithei ot the sepaiale companie.s,” 

Consideration will be given to all the lads aiui 
circumstances involved in each case Lo licteiniiiie 
whether a paiticular transaction is at “.urn’s length.” A.s 
long as the piofits are somewhat comniensuiale with the 
value of services peifoimecl by Hie two lelated tiinis, the 
statutory icqiiircinents slioiilil be salislied. 

Place of Sate 

Court decisions have coiisislently held that the 
determination ol souices ol income is lo be made ui 
accordance with the “passage of title” lest. 'I'heietoie, .is 
long as title and beneficial owneisliip aio aii.mged to 
pass outside the United Slates, negotiation and execu- 
tion of the conliad as well as the collection ol the 
purchase puce may take place within the United States. 


Read about it in periodicals 

U.S. firnns inteiested in exporting as Wostetn 

Hemisphere Trade Corporations will find addi- 
tional information in the following articles' 

The Western Hemisphere Trade Corporation: The 
Bountiful Tax Accident, by Anthony P. David, 
Harvard International Law Journal, Wintoi 
1969 (vol. 10), pp. 101-149. 

Western Hemisphere Trade Corporations: Recon- 
sidered, by David L. Gibson, William and Mary 
Law Review, Fall 1967 (vol. 9), pp. 205-218. 

Western Hemisphere Trade Corporation Act: The 
Need for Reassessment, by D. I. Wilson, Journal 
of Law and Economic Development (now 
Journal of International Law and Economics), 
May 1967 (vol. 2), pp. 208-299. 

Advantages of Operating as a Western Hemisphere 
Trade Corporation, by Paul Seghers. Practical 
Problems m Taxation of Foreign Operations, 
Journal of Taxation, Inc., New York, 1965. 

Western Hemisphere Trade Corporations, George- 
town Law Journal, Spring, 1965 (vol. 53) pp, 
802-812. 

Western Hemisphere Trade Corporation Allure 
Increased by 1964 Tax Reductions, by Paul 
Seghers. Journal of Commerce, March 31 
1964. 

1962 Act Requires New Look at Role of WHTC in 
Export Field, by Julian 0. Phelps. Journal of 
Taxation, July 1963, pp. 54-56. 

The Western Hemisphere Trade Corporation: A 
Functional Perspective, by Leo J. Raskind. 
Vanderbilt Law Review, December 1962 (vol 
16), pp. 1031. 
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The Intel iial Revenue Seivice, however, has ex- 
pounded unsuccessfully in several cases a “substance-of- 
tlie-sale” lest winch considers all the factors of the 
transaction. The Regulations explicitly state that the 
“substance-of- the-sale” test will be applied only to cases 
in which the sales transaction is aiianged primarily for 
tax avoidance pui poses. 

In Commissionei v. Pfamllei Intet-Amencan Corp. 
(1964), it was decided that the Commissioner’s reliance 
on the “substance of the sale” provision of the Regula- 
tions was misplaced inasmuch as it was not tax avoid- 
ance when “iclention of the title carried with it the iisk 
of loss or damage to the goods prior to ultimate deliveiy 
as well as the benefits linked to reservation of control 
over the goods while in transit.” 

Subsequent to tlie Pfaudler case and another case, 
Comnnssionci v. Hammond Organ Weston Export Coip. 
(1964), involving essentially the same question, the 
Commissionei announced that in future WHTC cases of 
a similai natuie the place of sale would be “determined 
by the place where title to the property and other 
incidents of owneiship passed to the buyer.” Treasury’s 
acceptance of these two 1964 decisions insure WHTC 
status for othciwise qualified corporations which care- 
fully airange theii sales piocedure to pass title and the 
risk of loss outside the United States. 

A 1974 Revenue Ruling (74-249) illustrates the 
importance of the buyer’s and seller’s agreement in 
deteimining where passage of title occuis. In that case, 
the WHTC enteicd into a wntten agieement with its 
cusloiners specifying that the seller retained title to the 
goods and assumed responsibility for sliipment and risk 
of loss until the goods airived at the foreign destination. 
By viiluc of this agieement, the Commissioner ruled that 
titles passed outside the United States though the 
shipments were made undei straight bills of lading which 
lequiicd delivery to an unielated foieign party (in this 
case the customer). By means of a prior written 
agt cement providing that lesponsibility for shipment and 
risk of loss was on the exporting WHTC, a straight bill of 
lading, which might oidinaiily be inteipreted as passing 
title in the United States, will pass muster as generating 
expoit income fiom sources outside Hie United Stales. 

Active Conduct of a Business 

Ninety peicent oi more of a WIITC’s gross income 
must be deiived from the “active conduct of a trade or 
business.” This requirement pievents the WHTC from 
receiving moie than 10% of its income from passive 
soiiiccs such as securities. The Regulations specifically 
slate tliat “dividends received by a corporation do not 
lepieseiU income derived from the active conduct of a 
trade oi business.” Rents and royalties ordinarily would 
not qualify. 

Section 921 does not explicitly require a permanent 
foreign establishment as a prerequisite for WHTC status. 
Howevei, the Commissioner argued in two I960 cases 
that such significant foreign penetration is implied in the 
term “trade or business” for qualification as a WHTC. 
Both coiiit decisions maintained that export businesses 
without a permanent foreign establishment may be 


eligible for the tax benefits accorded WHTC. Foremost 
consideration in these two decisions was given to the 
Congressional reenactment of the WHTC provisions in 
the 1954 Code witli the knowledge that export com- 
panies were adapting their businesses to so qualify. 

The Commissioner presented essentially the same 
argument in the Hammond Organ and Pfaudler cases, 
and again the courts found in favor of the taxpayer. In 
the Pfaudler case, the Court of Appeals For The Second 
Circuit emphatically stated that “the statutory provision 
clearly defines a WHTC . . to include a corporation 
which has its place of business m the United States.” 
The Commissioner has subsequently announced that the 
Internal Revenue Service will follow these decisions and 
will no longer argue that a WHTC must conduct its 
business outside the United States. 

Tax Avoidance 

The specific question of whether or not the 
deliberate formation of a subsidiary to quality as a 
WHTC constituted lax avoidance was raised in recent 
cases. Both the Tax Court and the Court of Claims 
answered that it was not tax avoidance to so organize a 
corporation’s business and sales proceduie to qualify as a 
WHrrC in order to gam tax benefits. It was felt that to 
hold otherwise would negate the Congressional objective 
of placing U.S. companies in a more advantageous 
competitive position. 

Though official data for taxable years 1960-70 is 
incomplete, enough information is available for a reliable 
analysis of the decade. 

The number of WHTC returns fluctuated between 
608 in 1961 and 1,291 in 1968. Manufacturing WHTC’s 
totaled 81 in 196! and 223 in 1968. Some of these 
WHTC’s are classified as manufacturing WHTC’s, though 
their activities were principally exporting or furnishing 
services abroad, because they were included on consoli- 
dated returns with parent corporations whose dominant 
activity was manufactunng. 

Total wholesale and retail WHTC’s (the majority of 
which are U.S. exporting firms) decreased during the 
first part of the decade from 464 in 1960 to 345 in 
1963. But their number started increasing in 1964 and 
1965 and by 1968 had reached 726. It is widely believed 
that moie WHTC’s have been in existence than the 
available statistics mdicate because consolidated returns 
filed by affiliated corporations were counted only as one 
return even tliough several of the affiliated firms were 
WHTC’s. 

Amount of Deductions 

Deductions claimed by those WHTC’s with at least 
some net income (numbering 666 in 1 960, 598 in 1961, 
and 994 in 1968) have on the whole increased; i.e., from 
$213 million m 1960 to a high of $428 million in 1967. 
However, the deduction total dropped off to $391 
million in 1968 and $289 million in 1970. The amount 
attributed to the manufacturing WHTC’s has foUowed a 
similar curve, i.e., $132.3 million in 1960, a high of 
$317 million in 1967 and a decline to $215 million in 
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1970. Deductions attributed to wholesale and retail 
WIITC’-s. on the other hand, declined slowly but steadily 
throughout the decade from $22,1 million in I960 and a 
high of $22,6 million in 1961, to $17.1 in 1968 and 
SI 4.1 in 1970. The available statistics thus suggest that 
niaiuitacturing WIITC’s have been the pnmary bene- 
ficiaries of the special WHTC deduction dunng the 
1960’s. Court decisions in the early t960’s favorable to 
expanded use of WHTC’s appear to have caused a spurt 
in then use, but the data suggest that the benefit from 
the WHTC levelled off and even dechned somewhat in 


1970. Howevei, conclusions must lemain tentative be- 
cause complete revenue loss data aie stale and current 
tiends impossible to identify by this means. 

The use of a WIITC is not entiiely fiee horn 
complications and uncertainties. However, it would 
appear that this form of doing business otfeis substantial 
tax savings to exporters with marketing opeiations in the 
Western Hemisphere. Tax counsel should be consulted to 
msure that business opeiations are earned on in such a 
manner as to meet the mirunmm foimalities wliicli the 
law requues, 
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DISC TAX DEFERRAL BENEFITS FOR EXPORTERS OUTLINED 


By BRANT FREE 
Foreign Business Practices Division 


Exporters will want to become familiar with the 
provisions of the Internal Revenue Code of 1971 (Public 
Law 92-178, effective Jan. I, 1972) which permit U.S. 
firms to establisli Domestic International Sales Corpora- 
tions (Disc’s) entitled to a tax break on expoit income. 
This benefit is designed to permit manufacturers and 
nonmanufacturers, large and small, to generate a pool of 
tax-deferred eainings which can be utilized to expand 
and modeinue expoil production facilities, intensify or 
initiate export promotion efforts, or provide more 
favoiable credit teims to expoit customers. 

In Older to qualify as a DISC, a corporation is 
icqiiiied to confine its activities almost entirely to 
expoit selling and ceitain related activities. As long as 
the DISC remains qualified, one half of its export 
income is dcfeired from taxation. However, this deferral 
only applies to that portion of its earnings which it 
retains and uses for export development purposes. Once 
a distiibution to shareholders is made (and the law 
requires 50% of expoit income be deemed distributed) it 
is taxed to the shareholders at their normal rates. 
Theiefore, the overall tax effect of the DISC is deferral 
of lax on 50% of export income, lather than exemption. 


Company Example 

Here Ls a simple example of how the DISC principle 
operates: 

A company presently exporting establishes a DISC 
subsidiary, according to the laws of incorporation of one 
of [he 50 slates or the District of Columbia, to handle its 
export sales and certain other related activities. The new 
DISC must be capitalized at a minimum level of $2,500. 
This minimum required capitalization is less than that 
usually lequLred for incorporation, and has been per- 
mitted to facilitate the establishing of DISC’S by small 
and medium size fiims. Only one class of stock is 
pel milted. 

A coiporation wishing to be treated as a DISC must 
file a statement of election (IRS form 4876) with the 
Intcinal Revenue Service within 90 days preceding the 
beginning of its taxable year, for a corporation already 
ill existence, or within 90 days after the date of 
incoiporation, if newly formed. All shareholders of the 
DISC must appiove its election for tax deferral status. 

In addition, the Internal Revenue Service regula- 
tions on DISC relax the normal standard of minimum 


corporate substance usually applied to test whether a 
corporation has been established for tax avoidance 
purposes. According to IRS Regulation 1.992-1 
(adopted September 24, 1974), a producer for export 
can set up a DISC subsidiary as either a principal or 
commission agent, but maintain the essential export 
sales, shipping, billing and collection functions in the 
parent. As long as the DISC meets the statutory 
requmements described above and, in addition, maintains 
its own bank account and accounting records, it will be 
considered a separate entity under the tax laws. A 
written agreement between the DISC and its parent is 
also required, in such circumstances, providing how the 
price payable by a DISC or the commission payable to 
the DISC will be determined (IRS Regulation 
1 993-1(2)) 

Once the DISC is established, it purchases goods 
from its parent, or from any domestic producer, to sell 
for ultimate use outside the United States. The DISC 
may also maintain sales and service facilities abroad to 
enhance its market penetration efforts or preserve its 
competitive position. A DISC normally makes a part of 
its retained earnings available to the parent, or other 
domestic manufacturers of export goods, in the form of 
"producer loans,” for use in modernizing or expanding 
export production facilities. 

To prevent the use of DISC profits for foreign 
investment, the legislation provides generally for the 
termination of tax deferral on DISC profits which are the 
subject of a producer’s loan, if the profits are considered 
to be invested in foreign plant or equipment. 

The amount considered invested in this manner is 
the net increase in foreign assets of members of the same 
controlled group as the DISC, acquired in taxable years 
beginning after December 31, 1971. 

The following amounts may be used to offset 
increases in foreign assets for purposes of determining a 
controlled group’s net increase in foreign assets; 1) one 
half the earnings of the foreign affiliates of tlie DISC and 
one half the fees and royalties paid to the DISC’S 
corporate group; 2) the amount of debt or equity capital 
raised abroad by the group; 3) additions to foreign 
depreciation reserves; 4) the amount of stock or debt 
obligations of domestic members of the group, issued to 
unaffiliated foreign persons after January 1, 1968, to the 
extent they constitute a long-term foreign borrowing 
under the foreign direct investment program, less any 
actual foreign investment by domestic members of the 
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group during the period that the obligations aie out- 
standing, and 5) the amount of liquid assets held abioad 
on October 31, 1971 in excess of reasonable working 
capital needs 

The DISC lorni of organization is adaptable to use 
by an export management company (EMC), in view of 
the similarity of functions between an EMC and a DISC 
Special provision is also made for a U.S. contiolled 
foreign coiporation which qualified as an export trade 
corpoiation under section 970 of the Code for any 3 
years beginning before November 1, 1971, to tiansfer its 
assets to a DISC without tax consequences dining a 
taxable year beginning before Januaiy 1, 1976. 

Certain types of corporations are ineligible to foim 
Disc’s because the combination of DISC defeiial and 
special tax treatment normally accorded these corpora- 
tions would be inappropnate. Tliese aie tax exempt 
organizations, personal holding companies, banks, 
savings and loans and otiiei similai financial institutions, 
insurance companies, mutual funds, Cluna Tiade Act 
Corpoiations and subchapter S coiporations. In addi- 
tion, a Western Ilemispheie Trade Corpoiation (WHTC) 
cannot hold stock in a DISC, and sales fiom a DISC to 
an affiliated WHTC are not considered to be qualified 
export sales. 

How Would It Qualify? 

BasicaDy, a corporation wliicli elects to be a DISC 
will have to meet two ni^or requirements, witii legaid 
to both income and assets, to qualify foi and maintain 
Its tax deferral status. At least 95% of its income must 
be from qualified export receipts, as defined in the 
legislation and regulations, and 95% of its assets must be 
export related These tests were designed to ensure that 
inconiti enjoying this special tax treatment is used 
expressly for export development piiiposes 

Qualilied export receipts generally incliuie income 
from the sale, lease, or rental of goods produced, grown, 
or extracted in the United States for ultimate use 
abroad. It also includes income from services related and 
subsidiary to such sale, lease or rental. Manufactured 
goods made with foreign components can only qualify if 
the value added in the United Slates equals or exceeds 
50% of the fair market value of the pioduct 


A corporation, to qualify for the DISC benefit, 
must: 

—be a domestic corporation 
—have at least 95% of its receipts from qualified 
export sales. 

—have at least 95% of its assets m qualified form, 
i.e., used in export. 

—have but one stock class 

—have minimum capitalization of $2,500 

—make an election to be treated as a DISC. 

-have a separate bank account 
—keep separate books of account 


The Tax Reduction Act of 1975 denies the DISC 
benefit to expoils ol mineral resources (including the 
energy tesouices, oil, gas, coal, and uianium), which aie 
allowed a deduction for depletion. Howevei, except foi 
eneigy lesouices, subsequent processing oi maiuilac- 
turiiig which contributes at least 50% of the fair maikel 
value of the mineral export will lequalify it foi DISC 
tieatment. The Act also excludes fiom the DISC 
products undei slioit-supply contiol puisiianL to the 
Export Administiation Act of 1969. 

Othei qualified leceipts, as stipulated in the Act, aie 
gains from the sale of plant and equipment used in the 
corpoiation’s export business; dividends fiom a loicign 
selling subsidiary of the DISC, inteiest on such obliga- 
tions as accounts leceivable aiising in connecUon with 
quahfied export sale, lease, oi lental liansactions, 
pioducer’s loans and obligations issued, guaianteed, oi 
insured by the Export-Import Bank (Eximbank); le- 
ceipts from engineering and architectural sei vices on 
foieign constiiiction piojects; and leceipts foi manage- 
ment services given otliei DISCs. 

Qualified export assets are defined rathei bioadly to 
include export goods held as inventoiy, assets used 
primarily in connection with the sale, lease, rental, 
storage, handling, transportation, packaging, assembly oi 
servicing of export goods oi the perfoiinance of mana- 
gerial, engineeiing oi architcctuial seivices producing 
qualified export receipts; accounts leccivable held by the 
coipoiation arising fiom qualified expoit activities; 
money and bank deposits needed to meet winking 
capital lequiioments; ceitain loans made by the DISC to 
its parent or an unrelated export manufacturer; stock oi 
securities of a related foreign export corporation. 

Also qualifying us expoit assets ate ccitain lixpoil- 
Import Bank and Foieign Credit Insuianco Association 
(FCIA) obligations; obligations of a domestic coipoiation 
oiganized solely to finance sales of expoit property 
under an agieement with Eximbank (e.g. Fiivate Expoit 
Funding Corporation, “PEFCO”), wheie the loans aie 
guaranteed by tlie Bank, and bank deposits whicii at the 
end of the taxable yeai, exceed reasonable winking 
capital needs but aie invested in qualified export assets 
within a specified period of time after tlie end ol the 
taxable year. 

Specifically excluded from the definition of qiiali- 
fied cxpoi t assets is projjcily leased or icnted by a DISC 
foi use by any menibei of a contiolled gioup winch 
includes the DISC. Also excluded aie patents, inven- 
tions, models, designs, formulas oi processes, copyiiglUs 
(other than films, tapes, lecoids, or siinilai repiodnc- 
tions for commercial or liome use) goodwill, trademarks, 
trade brands, franchises or othei similai properly. 

An escape valve lias been provided in tlie legislation 
to pievent the inadvertent disqualification ot a DISC 
which has not met the 95% expoit income and assets 
tests. By making a pro rata deficiency distiibiUion to 
siiaieholdors within 8‘/2 months of llie close of tlie 
taxable yeai to bring its income and assets into line, a 
DISC which has niaintainecl at least a 70% level in each 
catcgoiy will be considered to have satisfied the gioss 
receipts and assets tests. 

Piovision is also made for deficiency distributions 
after the 8-1/2 month deadline, where it is evident that 
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Llie I'e ,s luasoiiable caii.si; loi lailuie to inako llie icijuiicd 
Jisti'ibvilion.s-as in Uio case ol blocked (oicign cuircncy 
Ji *^>:piopiiation In this event, liovvevci, the coipoiatioii 
niiifit pay a ctuuge to llic Inleinal Kevemie Scivicc, 
//itlnii 30 days of the date ol disli ilnilion, ol 4 1/2% of 
Umount disLiibiiled times the nunihei of taxable 
/Oil r« distiibiiLion was delayed, 

In oidei to avoid tlie unccrlainlies whicli often 
iltoiid the application of piicing iiiles governing irans- 
ictions between affiliated companies under Section 482 
of Hie Internal Roveiuie Code, and to encouiage the use 
□ f Uie DISC incentive, two additional altcinalive 
rntitlioLis ol the ptice deteiinination are luovidcd to 
pei'niit a inoie liberal attiibution ol income to the DISC 
tliaiT. the normal allocation on an arm’s length basis. 

'Phe fust rule allows an allili.iled DISC to earn up to 
4%- Ol the gloss receipls arising ftom a (jualified DISC 
pliif, 10 ', f of the lOlSC’s expoi t piomotion ex]ieiuli- 
tures attributable to the sale. Tlie second lule allocates 
to the DISC up to 50% ol tlie comhineil taxable income 
of the DISC and the paicnl deiiveil from tlie iclaled 
export sales, plus 10% of the promotional expenses 
attri bu table to such sales. 

Undet tlu.s second method, special rules have been 
lssu<e.u to peimiL marginal costing wlieic a DISC is 


attempting to establish oi maintain a inarket for exports 
fiom the United States. This permits a DISC to earn a 
gieater profit than it could undei the full costing 
method. Basically, these lules provide that wliere tlie 
piofit margin on export sales made lliiough a DISC is 
lower than the aveiage profit maigin of the domestic and 
loreign sales of the same product or product line of the 
DISC and paient combined, taxable income of the DISC 
may be deteiinined by taking into account only direct 
mateiial, labor, and export promotion costs. The mar- 
ginal costing lulcs do not apply to leases of property or 
the performance of any services, whether or not related 
and subsidiary to export sales (see IRS Regulation 
1.994-2). 

linactment of the DISC represents recognition by 
the U.S Government that exporting is of paiticiilar 
importance to the economic well-being of the nation, 
and that greater effort is needed on the part of both 
business and government to guarantee liie international 
competitiveness of U.S. exports. Of course, each firm 
will have to determine, in conjunction with competent 
tax counsel, whether the DISC form of export sales 
organization will be desirable and profitable, depending 
on the economic circuiTi.slanccs prevailing m each case. 
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